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e In the Record e 


How Big Will Business Be in 1954? 


As usual, there are differences of opinion about the average 
level of business in the coming year, but there is now increas- 
ing agreement that the trend will be downward for part or 
all of the year. For most forecasters, the question seems 
now to be not whether the year will be bigger or smaller 
than 1953, but how fast we will go down, and how long the 
decline will last. 


One popular way of looking at the outlook for the year 
ahead is to divide it into two basic areas. How far down will 
investment activity go? (So-called foreshadowing statistics 
suggest decline, but at only a moderate rate.) And how 
strong is consumption? Will it rise to offset an investment 
decline? Is it stable enough at least to resist decline in 
investment ? Or is it weak enough to magnify any decline 
begun in investment ? 

For a broad look at these two areas, and at two others 
(inventory and automobiles) that may have a direct and 
dynamic bearing on 1954, see this month’s Business Highlights, 
starting on the next page. 


Buying Durables with Savings 


Although personal liquid backlogs are at record levels, 
about three tenths of all consumer spending units owned no 
liquid assets in early 1953. The seven tenths holding such 
reserves were distributed in large degree among middle and 
upper income groups. Some low-income receivers reported 
large liquid holdings, but the size of the reserve tended to 
increase with income. 

How supportive may these liquid reserves be to consumer 
durables markets? To what extent do middle and upper 
income groups sustain these markets? In the event of a 
slight decline in personal incomes, are consumers likely to 
draw upon their reserves to finance durables purchases ? 

How the distribution of liquid reserves is related to the 
consumer durables markets is analyzed starting on page 444. 


The Stimulant of Higher Wages? 


Would higher wages help prevent a threatened recession ? 
It is often said in interested quarters that they would—and 
the popularity of the idea is not confined to wage-earner 
circles. It would hardly be surprising to hear some neo- 
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Keynesians defending such a course if a real or imagined 
need should arise for an economic stimulant in the months 
to come. 


But Keynes himself could not be called as a witness to 
bolster such a case. At least, this is the conclusion of Per 
Jacobsson in an extended discussion of the cost-price analyses 
of this noted economist. 


Keynes, according to Mr. Jacobsson, was much concerned 
with the problem of restoring balance between costs and 
prices, and he wanted this done “by means of an increase in 
the demand for goods and services brought about in ways 
which would not lead to an increase in costs.” Turn to 
page 468 for the text of the Jacobsson analysis. 


Oil Seeks—and Finds—New Markets 


The growth of the petroleum industry is very much the 
measure of the twentieth century industrial revolution. Oil 
first rode the back of and then contributed to the age of the 
automobile. In more recent decades, oil has spearheaded the 
trend toward efficient home central-heating. Industry now 
uses more petroleum products than ever before—and has 
noticeably shifted from coal to oil. The oil story has been 
one of continuous progress and new markets. 

For a review and analysis of the past and future of this 
industry, see page 460. 


How OAA Differs Among the States 


Insurance has outpaced assistance as a source of income 
for the aged since the 1950 social security act amendments 
went into effect. Close to a third of those who are up in 
years receive insurance benefits, but today fewer than a fifth 
receive assistance payments. These trends have led to the 
suggestion that we should be thinking about withdrawing 
the Federal Government from the assistance program and 
let the states “go it alone” in this area. 


Since the percentages refer to the nation as a whole, the 
picture is quite different in several states. While only about 
one out of twenty persons sixty-five or over is a relief recipient 
in one state, as many as twelve out of twenty receive assist- 
ance in another. How the states vary in numbers of old-age 
assistance recipients, and reasons for this wide variation, are 
discussed on page 472. 


With the whole world watching anxiously, the Ameri- 
can economy is struggling toward the end of 1953 


in a way that recalls Mr. Galbraith's bumblebee’: it 
is still flying, but it is painfully aware that in some 
circles it is considered aerodynamically unsound. 


WHAT MAKES 


three-cornered tussle among those who see little 

or no decline, some decline, and much decline 
—for which the historical parallels may be, respect- 
ively, 1945, a somewhat more severe 1948-49, and 
1937-38. 

Abroad, the British, in particular, with the advan- 
tages and disadvantages of long-distance perspective, 
are exporting a dark view of the American short-term 
trend. In March, The Economist, a British publica- 
tion that keeps a weekly eye on the American business 
scene, divided the possibilities into “pause,” “reces- 
sion,” or “slump.” The British Purchasing Officers’ 
Association has been exploring the overseas conse- 
quences of a United States recession for at least six 
months. In mid-November, a highly respected Brit- 
ish economist forecaster asserted that we are in for a 
“first-rate depression” (Business Forecasts, page 443). 


SEVERAL ALTERNATIVES 


At the start of the annual forecasting derby, no one 
of The Economist’s alternatives can be convincingly 
ruled out. For the past six months, business condi- 
tions have been declining slowly and steadily. But as 
late as the end of November there has been no indi- 
cation that the decline has begun to feed on itself: cut- 
backs in output to curtail inventory growth have not 
yet precipitated any serious decline in incomes and 
demands, and the price level has shown no indication 
of the pronounced change in expectations that usually 
precedes a sharp decline in business. 

Moreover, the locus of the decline has shifted 
rapidly from sector to sector. Early in the second 
quarter, output of consumer durables other than auto- 
mobiles was reduced, and housing starts began to 
subside. In the third quarter, hard goods production 
generally, including both defense and consumer dur- 
ables, fell off, soft goods output was well maintained, 
and retail trade subsided. In October, durables out- 
put rose with a burst of automobile production and a 

1J, K. Galbraith, “American Capitalism,” Houghton-Mifflin, 1952. 


A T HOME, the outlook for 1954 has become a 
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recovery in steel, while apparel and petroleum output 
declined. By early November, the bulk of the decline 
in total output was again in hard goods, but the rate 
of housing starts (see chart, page 480), and of retail 
trade had evidently stabilized. 

With the possible exception of the apparel and tex- 
tiles industries, which have been struck a heavy blow 
by temperatures far above normal, no one area or 
industry has deteriorated rapidly. It is even possible 
that the textile industry has seen the worst of its short- 
run difficulties, and that its outlook is now up rather 
than down. This illustrates a point that may be worth 
remembering as the flood of year-end forecasts makes 
its appearance: many popular indicators of the future 
trend of business conditions are also descriptions of 
adjustments that have already occurred. The decline 
in farm prices and of apparel sales, viewed as indi- 
cators, are certainly minus signs. But these declines 
have brought the two series as low as they are likely 
to go under present conditions, while the kind of 
cumulation that would be required to move the whole 
level of general business downward has not yet begun. 

At the same time, it would be as premature to say 
that the decline has halted as that it has accelerated. 
As of mid-November, the first and most optimistic of 
the three views of the outlook—namely, that total 
output will remain roughly stable as activity shifts 
from investment areas into consumption—is an at- 
tractive proposition, but there is still little evidence of 
the rise in consumption that is required to make the 
proposition work. Similarly, there is no good indica- 
tion that total demands of business, government and 
consumers will remain sufficiently firm, in the face of 
falling production, to permit a fast liquidation of in- 
ventory such as made the 1948-49 dip so short lived 
and shallow. 


BULWARKS OR WEAK SISTERS? 


Vital to the outlook as a whole is the size of the pros- 
pective decline in certain forms of investment activity— 
new construction, business outlays for equipment, and 
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government expenditures for defense—which together 
now comprise about 30% of total output (see chart). 
Based on the large array of foreshadowing statistics now 
available in this field, all three of these areas are likely 
to decline, but not at a rapid rate. 


Producer Durables 


eA recent McGraw-Hill survey has found that 
businessmen in general are planning capital outlays in 
1954 only slightly below the boom level of 1953. Large 
companies with capital budgets are reported to be 
sticking to their long-range plans for expansion, mod- 
ernization and diversification, while smaller com- 
panies are continuing to cut back. Total spending in 
manufacturing industries is expected to be off only 
about $1 billion from the $12.7 billion of 1953, and ex- 
penditures by nonmanufacturing businesses (mining, 
transportation, public utilities) are not expected to 
show much change. 


Construction Prospects 


e In their joint annual forecast, the Department of 
Commerce and the Bureau of Labor Statistics look 
forward to only a very moderate decline in total con- 
struction activity in 1954. In both the public and 
private sectors, offsetting trends reflected in the fore- 
cast impose a high degree of stability on the total 
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volume of building activity. While total private resi- 
dential construction is expected to decline, a relatively 
sharp fall in new dwelling construction is expected to 
be offset to a large extent by a rise in expenditures on 
additions and alterations. Similarly, while industrial 
construction activity is headed down, according to the 
forecast, it is anticipated that commercial building 
will continue upward. An expected contraction in 
public building of residential, military and industrial 
types is balanced out by prospective increases in out- 
lays on schools and highways. 


Defense Outlook 


e The outlook for defense expenditures is at present 
in limbo. A statement to the press in early November 
by Secretary Wilson suggested that a moderate de- 
cline—of $2 billion-$3 billion, at an annual rate—is in 
prospect for the first half of calendar 1954, and there 
is some question whether any future revision in 
schedules, either up or down, will any longer affect 
spending in this period. For the last half of the year, 
however, the defense spending rate is still subject to 
decisions now being shaped in Washington, and 
changes in anticipated expenditures in this period 
would certainly be reflected in procurement and pro- 
duction in the first half. 


In the third quarter, any revisions in the defense 
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Production: How Much of a Decline To Reverse the Trend of Inventory? 
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spending projections were expected to be upward, 
particularly in view of a sudden increase in publicity 
on continental air defense. More recently, an inevit- 
able top-level encounter with the budget issue (see 
Business Highlights, September, page 345) has raised 
the possibility of rather substantial downward revision 
(in foreign military and economic aid, as well as 
direct defense) . 

The eventual decision will have to weigh (1) the 
somber fact of an $8 billion-$9 billion deficit! in fiscal 
1955, unless recourse is had to (2) a tax increase or 
(3) a major reduction in spending. This porcupine 
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has been nesting in Washington ever since the decision 
to let the excess-profits tax and 10% of the personal 
tax go by the board at the beginning of calendar 1954. 


SLICING IT THREE WAYS 


One obvious solution—and perhaps the most palat- 
able politically—is to distribute the gap three ways. 
A small deficit, a small tax increase, and a small de- 
cline in spending would presumably minimize the 
political as well as the economic and military reper- 


1Assuming no reduction in receipts, from the contractions of the 
personal and corporate tax base, that would accompany recession. 
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cussions. This suggests that defense expenditures 
will be declining more or less steadily, but not rapidly, 
throughout the calendar year 1954. 

All of these projections of activity in the invest- 
ment sector are more reliable for the first half of 1954 
than they are for the last half. These outlays are 
necessarily planned several months in advance, so 
that contracts and orders for construction, machinery 
and defense goods to be delivered in the early part 
of 1954 have already been signed. Thus the error 
in the estimates should not be great for the first half, 
and certainly not great for the first quarter. But 
it is entirely possible that as the business trend un- 
folds in the early months of 1954 the withdrawal of 
investment activity in the second half will accelerate. 
It may be noteworthy that the expectations of busi- 
nessmen on their capital outlays in 1954 were sampled 
prior to recent Washington discussions of a sharp 
cutback in total federal spending. 


CONSUMPTION: CAN IT RISE? 


If the decline of investment activity in early 1954 
is not going to be great, it would not take much of a 
rise in personal consumption to offset it: each 1% 
increase in consumption would wash out a 2% decline 
in investment. But is consumption likely to increase? 
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Since general business activity turned down in the 
spring, consumers have shown no disposition to in- 
crease their spending rate. In the third quarter, 
the course of retail trade was slowly downward; in 
October and early November it has been about stable. 

On the other hand, there may be considerable re- 
maining strength in the personal sector for Christmas 
and early 1954, even apart from the possibility that 
apparel demand will improve to catch up on purchases 
deferred from the fall. 

The saving rate in the personal sector widened from 
less than 7% in the second quarter to about 7.5% in 
the third quarter, and throughout the first three 
quarters of this year liquid holdings by the personal 
sector have continued to rise. During this period 
the consumer price level has been relatively stable, 
and the purchasing power of total liquid reserves has 
been expanding rapidly—recently, at an annual rate 
of about $9 billion. At the same time, net debt in- 
currence has slowed, and the net worth position of 
consumers is evidently in as sharp an ascent as at any 
time in the postwar period. 

With a stable consumer price level in 1954—and 
there would be virtually unanimous consent among 
analysts that consumer prices will not go up in 1954— 
the likelihood of a slowing in the saving rate is good 


The Break in Used-car Prices 
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enough to impart a favorable color to the outlook for 
consumer industries generally. 

Until the Christmas figures provide a further guide, 
it is at least possible to expect an actual increase in 
consumer spending in 1954, both in current and con- 
stant dollars. This is not inconsistent with expecta- 
tions of a decline in personal income amounting to 
several billions of dollars: the decline in income would 
presumably be more than offset by a small drop in 
taxes, and a sharp drop in the personal saving rate. 


BUT WHAT ABOUT INVENTORY? 


Putting together a mild decline in fixed investment 
activity and a strong consumer sector tends to dis- 
tract attention from two parts of current business 
that may be in a more equivocal condition. Those who 
draw parallels with 1938 pick up their short-term 
evidence from the current trend of inventories, and 
certain possibilities in the automobile market. 

While it is true that inventory-sales ratios are 
badly distorted in only isolated instances, it is also 
true that total business stocks continued to grow in 
the third quarter. As late as September, they were still 
rising at about a $6-billion annual rate (somewhat 
faster than in the third quarter as a whole), despite 
the fact that production cuts aimed at curtailing in- 
ventory accumulation had been going on for about 
six months. In October, accumulation apparently 
ended at the manufacturing level, but was still con- 
tinuing at retail, and in durables manufacturing. 
Further declines in output—notably in steel and 
automobiles—occurred in November, again aimed, 
at least in part, at arresting inventory growth. Total 
output of goods has evidently fallen a little further 
below the September-October rate, which was already 


down several percentage points from the second 
quarter (see chart, page 440). 

In the automobile industry, the November cutback 
in assemblies evidently reversed the trend of retail 
stocks. But whether the decline in stocks turns out 
to have been more than seasonal depends on sales, as 
well as on production. However this may work out 
for the industry itself (see below) it points out one of 
the crucial points in the outlook. In order to bring 
inventory growth to a halt, and to precipitate some 
healthy liquidation, production has to fall faster than 
sales. Thus far, sales have been subsiding slowly as 
production has fallen, and the inventory gap, as of 
October, was apparently not fully closed, much less 
reversed. The relation between production, inventory 
and sales charted on page 440 deserves careful watch- 
ing in the months immediately ahead. 


AUTOS, AUTOS, AUTOS 


Throughout most of 1953, business analysts have 
been in a state of auto-hypnosis; the giant motor in- 
dustry has appeared to be in critical condition ever 
since spring, when dealer stocks began to hit progres- 
sive postwar highs. The 1954 automobile market, 
like its predecessor, is destined to be watched with 
fascination by any one interested in the business trend. 

The industry has battled its way through 1953 to a 
production and sales year second only to 1950, but 
it has evidently paid a price, and possibly two prices. 
The outpouring of new cars, at a time when the total 
car population is no longer rising rapidly, and when 
about five out of six new-car sales result in adding 
a used car to dealers’ stocks, has depressed used-car 
prices substantially below their levels of 1952, or 
1951 (see charts). New-car prices for 1954 are, on 
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The Climb in New-car Stocks 
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average, unchanged or only slightly below 1953, and 
somewhat above 1952. 

Result: the ratio of used-car prices to new-car prices 
is now rather considerably below any recent experi- 
ence. The industry claims that the decline in this 
ratio represents a return to “normal.” If so, it should 
be added that for most of 1953 the industry benefited 
from an abnormality not likely to prevail in 1954. 
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Secondly, substantial price reductions have been 
required to move heavy stocks in the closing months 
of the 1953-model year (partly as a result of the de- 
cline in used-car prices). List prices on 1954 models 
thus represent a considerable increase over recent 
transaction prices in the new-car market. In the 
process of moving the still-heavy stocks of 1953 cars 
out of dealers’ showrooms, some sales are doubtless 
being closed at the expense of potential 1954-model 
sales. 

Competition in the automobile industry is such that 
a rising trend in output of 1954 models can pretty 
well be expected in December and the first few months 
of 1954. But the size of the 1954 sales market is still 
open to question. Those who look for a 1938-type 
recession can build their case around the possibility 
that the pace in the automobile industry may be slow- 
ing down before midyear, at the same time that a de- 
cline in defense production may be accelerating, and 
when any considerable liquidation of general busi- 
ness inventories may not yet have been achieved. 


Apert T. SomMMERS 
Business Analyst 
Division of Business Economics 


FORECASTS 


General 


The National City Bank of New York (Monthly Letter, 
November) —“With business holding at or near peak levels, 
and with the nearing prospect of relief from the burdensome 
excess-profits tax at the end of this year, confidence in the 
maintenance of profitable operations into 1954 has been 
gaining.” 

The New York Times (in a report on a story in the Man- 
chester Guardian, Manchester, England, November 18)— 
“Colin Clark, an economist with a nationwide reputation, 
said today a United States depression with 6 million to 7 
million unemployed was all but inevitable. 

“He predicted the start of a ‘rapidly mounting emergency’ 
about the middle of 1954. 

“The Manchester Guardian, which published Mr. Clark’s 
prediction, disagreed with it. But the newspaper conceded 
Mr. Clark had been able to see into the future more clearly 
than some of his contemporaries.” 

The New York Times (November 22)—“The nation’s 
second largest insurance company . . . declared yesterday 
that business in 1954 would maintain a level of activity 
almost identical to that of 1953. 

“The Prudential Insurance Company of America . 
forecast that next year’s gross national product would 


DECEMBER, 1953 


approximate the $369 billion annual rate predicted for the 
last quarter of this year... . 


“Dr. Gordon W. McKinley, head of Prudential’s economic 
staff, made this observation with respect to next year’s 
business: ‘Declines in government purchases, capital expen- 
ditures and home building, plus a reduction in inventory ac- 
cumulation, will be offset in a large measure by a sharp in- 
crease in consumer buying. . . .” 

“Due to adjustments in some industries, according to 
Prudential’s top economist, a slight increase in the number 
of workers gainfully employed is foreseen for 1954. At the 
same time, Dr. McKinley said, the average work week will 
decline from 40.7 hours to 40.1 hours. ‘Despite this’, he fore- 
cast, ‘an average rise in wages of some 6 cents an hour seems 
probable.’ ” 

Paul H. Nystrom, chairman, Central Council of National 
Retail Associations (in a speech before the Boston Confer- 
ence on Distribution, October 19)—‘“A business recession 
or readjustment may not be inevitable but it certainly looks 
now as if it may occur, perhaps in 1954. The economy of 
this country is now on a high plateau as a result of a four- 
teen-year inflationary boom, the longest of such inflationary 
periods in the history of this country. . The present 
high levels of employment, high bestia incomes and rec- 


(Continued on page 464) 


IMPACT OF SAVINGS ON DURABLES BUYING 


been accumulating at record peacetime rates dur- 

ing the Korean period, and in June reached a 
high of $369 billion. Although only about two fifths 
of this amount represents a true purchasing power 
reserve for voluntary dissaving,! the reservoir of 
stored spending power available to the consumer 
sector is nevertheless higher than it has ever been 
before. 

The aggregate size of personal liquid backlogs, how- 
ever, furnishes an incomplete index of their possible 
supportive value for the consumer market, since vary- 
ing distributions of liquid backlogs among consumers 
may have widely different meanings for consumer 
spending.” 


HOLDINGS HIGHLY CONCENTRATED 


Information on the distribution of liquid assets 
within the consumer sector is made available by the 
Federal Reserve in its annual surveys of consumer 
finances.2 According to these data, liquid asset hold- 
ings are highly concentrated in a small sector of the 
consumer population. In early 1953, for example, 
almost two thirds of aggregate consumer liquid assets 
were held by only 10% of the nation’s spending units.* 

Moreover, examination of liquid asset distributions 
for the past few years reveals that the high savings 
accumulations of the Korean period have apparently 
somewhat strengthened the proportionate holdings of 
large asset owners. In early 1950, the top 10% of 
liquid asset owners held only 64% of the total of con- 


1See “Liquid Assets and the Consumer Market,” The Business 
Record, November, 1953, page 412. 

2In assessing the effect of the distribution of liquid assets on con- 
sumer spending power, this discussion is geared to durable goods 
purchases. Since they are readily postponed, these purchases are 
likely to feel the impact of a mild decline in consumer incomes earlier, 
and to a much greater degree, than soft goods. 

3The concept of liquid assets, used by the Federal Reserve, in- 
cludes savings deposits, postal savings, shares in saving and loan 
associations and credit unions, checking accounts and all types of 
United States Government bonds. This definition is somewhat 
broader than the definition used in a previous article, which was 
based on Securities and Exchange Commission data, adjusted to 
include only those assets which are most likely to supplement con- 
sumer income for purposes of postponable spending. The consumer 
survey information differs from SEC information in that it is con- 
fined to the consumer sector, whereas SEC figures on liquid holdings 
include those of unincorporated businesses and nonprofit institutions 
as well. The consumer survey takes account of individual business 
interests in net-worth figures, but does not include liquid holdings of 
unincorporated businesses in its liquid asset count. Comparison with 
other Federal Reserve data on liquid asset ownership indicates that 
liquid backlogs reported in the survey are somewhat understated. 

4Spending units are composed of persons in the same family who 
pool their incomes to meet major expenses. 


Pek: HOLDINGS of liquid assets have 


sumer holdings.1 By early 1951, their share had in- 
creased to 65%. The 66% of holdings owned by the 
uppermost decile in early 1953 represents the highest 
proportionate ownership shown for this group? since 
early 1949. , 


THOSE WITH $300 OR LESS 


In early 1953, one half of the nation’s spending units 
had liquid backlogs worth $300 or less in current 
dollars. The liquid holdings of the median spending 
unit would have covered only one fifth of the median 
outlay? on a new automobile in 1952, or one half the 
median outlay on a used car. Based on median 1952 
expenditures, early 1953 liquid reserves of the middle- 
most spending unit would have been wiped out by 
the cost of a television set or refrigerator. The me- 
dian expenditure on furniture or on washing machines, 
however, would have left the median asset holder with 
savings from about 35% to 60% of his holdings. 

Viewed in terms of the median holdings and median 
spendings statistics, the supportive value of consumer 
liquid holdings for durable goods markets may thus 
seem small indeed. However, the Federal Reserve 
has reported that the “use of accumulated liquid 
assets was an important means of financing many 
purchases of cars in 1950, especially those involving a 
substantial net outlay. . . .” In that year, automo- 
bile sales reached the peak of the post-World War II 
period, with 54% of new passenger cars and 41% of 
used cars paid for in cash. 

Yet liquid reserves of median spending units were 
more than 15% lower at the beginning of 1950 than 
they were in early 1953. They were also lower rela- 
tive to the median outlay on new automobiles: in 
terms of median 1950 expenditures, liquid holdings of 
the middlemost spending unit at the start of the year 
would have paid for less than one sixth of the median 
outlay on new cars, and little more than one half of 
the outlay on used cars. 


HOW MANY BUY EACH YEAR 


Obviously, median liquid holdings, and asset con- 
centrations based on ranking of spending units by 


1The distribution by income level has become less concentrated, 
however. See “Savings and the Consumer Market,” The Business 
Record, October, 1958, page 378, and later discussion in this article. 

®The early 1953 liquid asset distribution is almost identical to that 
shown at the beginning of 1948 and 1949. Liquid asset ownership 
concentration lessened during 1949. Liquid asset data do not include 
credit union shares in 1949. These represent only a fraction of total 
liquid holdings, and have a negligible effect on the distribution pattern. 

’After deduction for trade-in or sale of automobile 


f BUSINESS RECORD 


liquid asset ownership, do not tell the full story of 
the supportive value of spending reserves for durable 
goods markets. It is noteworthy that only a rela- 
tively small portion of all spending units purchase 
durable goods in any one year. For example, despite 
the record level of 1950 car purchases, less than 25% 
of consumer spending units bought either a new or 
used automobile in that year. In 1951, only 22% of 
spending units purchased cars; in 1952, 21%. Other 
durables attract the same limited number of buyers 
in any one year. In 1952, only 15% of consumer spend- 
ing units purchased furniture or major household 
appliances; 11% bought television sets; 10% bought 
refrigerators or home freezers; fewer than 6% bought 
washing machines. The important question, then, in 


evaluating the relevance of liquid backlogs for the con- 


sumer durables market is whether the holdings of durables 
goods purchasers, rather than those of the median spend- 
ing unit or of the consumer sector as a whole, are sizable 
and available. 


MANY WITHOUT RESERVES 


Examination of the spending-unit concentration of 
liquid asset ownership in early 1953 reveals that 29% 
of the units had no liquid backlogs at all. The me- 
dian holding of the remaining 71% is almost three 
times as large as that for the consumer sector as a 
whole, and is much more impressive when compared 
with median outlays for durables. In early 1953, the 
median holding of $790 for spending units with liquid 
assets would have more than covered median 1952 
outlays on used cars, furniture, television sets, refrig- 
erators, and washing machines, and would have paid 
for more than half the median outlay on a new car. 

The major share of liquid reserves is held by spend- 
ing units with above-average incomes. In early 1953, 
55% of liquid savings belonged to the 26% of all 
spending units with 1952 money incomes of $5,000 
and over. 

This concentration reflects a high positive corre- 
spondence between income level and share of total 
liquid savings. In early 1953, the proportion of liquid 
assets held by various income levels was consistently 
higher with higher income: 6% for the less-than- 
$1,000 group, 14% for the $3,000-$3,999 sector, and 
55% for units with incomes of $5,000 or higher. Only 
the $4,000-$4,999 money-income receivers, with a 
9% share, showed a divergence from this pattern. 


MORE SAVE IN UPPER BRACKETS 


Asset ownership—that is, the proportion of spend- 
ing units reporting holdings of assets—also moves up 
with income level. While even the highest income 
brackets report some spending units with no liquid 
reserves, the proportion without assets is minimal 
for units reporting incomes of $5,000 or more. (Two 
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per cent of the spending units in the $7,500-and-over 
group reported no liquid asset ownership in early 
1953; 7% in the $5,000-$7,499 group.) 

On the other hand, low-income groups report sig- 
nificant proportions of nonownership. As of the be- 
ginning of the year, 60% of the spending units in the 
under-$1,000 group owned no liquid assets; 49% in 
the $1,000-$1,999 category; 39% in the $2,000-$2,999 
group; 29% in the $3,000-$3,999 bracket; and 18% 
in the $4,000-$4,999 bracket. 

The distribution of liquid asset owners by income 
level differs from the income-level distribution of the 
consumer sector in general, in that it is more con- 
centrated. Thus, while groups with money incomes 
under $3,000 comprised 41% of consumer spending 
units in 1952, they accounted for only 30% of asset 
holders; units at the $3,000-$4,999 level accounted for 
33% of all spending units, and 35% of asset holders. 

Thus, the 26% of all spending units with incomes of 
$5,000 and over accounted for about 35% of all asset 
holders. 


% Distribution of Spending Units 


ZERO HOLDINGS 


$1- $499 


$2,000 & OVER 


Under $1-1.9 $2-2.9 $3-3.9 $4-4.9 $5-7.5 $7.5 
$1 and over 


Money: income before taxes in thousands of dollars; income 
groups by size of liquid holdings 
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The degree of concentration of liquid asset owner- 
ship is obviously smaller for the liquid-asset-owning 
population than for the consumer sector in general. 
Even among the owner group, however, the dispropor- 
tionality is marked. Thus, in early 1953, the 30% of 
liquid asset owners with money incomes under $3,000 
held only 22% of the total of liquid assets; the 35% 
in the $3,000-$4,999 group held only 23% of liquid 
totals; and the 35% in the $5,000-and-over group held 
55% of consumer liquid backlogs. 

The greater prevalence of liquid asset ownership at 
higher-income levels is one facet of the distribution 
of reserve spending strength within the consumer 
sector. Differences in size of holding are another 
aspect. 


INCOME GROUPS vs. ASSET GROUPS 


No income group can claim exclusive possession of 
large or small-size holdings. Low liquid reserves are 
reported by some spending units with high money 
incomes, and high reserves are owned by some spend- 
ing units in the lowest money-income brackets. The 
scattering of holdings of various sizes throughout the 
income scale accounts for the fact that the distribu- 
tion of liquid asset shares among spending units 
ranked by income group shows less concentration 
than the distribution among units ranked by liquid 
holdings. In early 1953, the top 10% of liquid asset 
owners held 66% of liquid assets; the top 10% of in- 
come receivers held only 37% of the assets. In gen- 
eral, however, large holdings are more common among 
the upper than among the lower and middle income 
groups (see chart). 


From $1 to $500 


All income levels up to $7,500 show a significant 
group of asset owners holding liquid reserves of $1 
to $500 as of early 1953. The proportion of spending 
units holding assets of this size increased steadily 
from 15% for the “under-$1,000” bracket to 39% 
for the $4,000-$4,999 group, then dropped to 32% for 
units with incomes of $5,000-$7,499 and to 9% for 
units with incomes of $7,500 and over. 


From $500 to $2,000 


But the relative number of spending units showing 
larger-size holdings also rises with income level. Thus 
the percentage of units holding backlogs of $500- 
$1,999 increases from 11% for the under-$1,000 group 
to 33% for the $5,000-$7,499 bracket; for units with 
money incomes of $7,500 and over, the proportion 
drops to 28%. 


From $2,000 to $5,000 


Holdings of $2,000-$4,999 are owned by 8% of the 
under-$1,000 group; by 7% of the groups with money 
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incomes of $1,000-$2,999; by 11% of the $3,000-$4,999 
bracket; by 17% of the $5,000-$7,499 bracket; and 
by 19% of the $7,500-and-over group. 


Over $5,000 


Only groups with money incomes of $5,000 and 
over show significant numbers of units with holdings 
of $5,000 or higher. At the $5,000-$7,499 level, 11% 
of the spending units reported assets of this size; at 
the $7,500-and-over level, 42%. Lower-income groups 
reported only 5%-6% of spending units with liquid 
backlogs of this amount. 

Not only liquid asset ownership, therefore, but size of 
holding tends to increase with income level. How does 
this relate to the potential value of liquid savings for 
durable goods markets? Buyers of consumer durables 
in 1952 were drawn in large proportion from income 
groups which show a high degree of liquid asset 
ownership. (See chart.) Moreover, for durables typ- 
ically requiring the largest outlays, the major pur- 
chasing group was at income levels reporting the 
largest proportions of liquid holdings. Lesser concen- 
tration of buyers at upper-income levels was shown 
for commodities typically requiring lower expendi- 
tures. 


WHO BUYS THE CARS 


Thus, more than two thirds of new-car buyers in 
1952 were drawn from brackets with money incomes 
of $5,000 and over. This sector, comprising 26% of 
spending units, owned more than one half the total of 
consumer liquid holdings in early 1953. The median 
net outlay on a new car in 1952 was $1,430; the aver- 
age outlay, $1,560. About two fifths of the spending 
units with money incomes of $5,000 and over, each 
holding liquid reserves of $2,000 or more in early 1953, 
would be able to fully meet the median or average 
expenditure on a new car priced at 1952 levels, and 
still have reserves to spare. 

As is to be expected, buyers of used cars are drawn 
in large measure from middle-income groups. Only 
21% of used-car purchases in 1952 reported incomes 
of $5,000 and over; 70% of buyers reported incomes 
of $3,000 and over. Spending units with money 
incomes of $3,000-$4,999 thus comprised almost half 
the used-car buyers in 1952. As of early 1953, they 
constituted almost one third of all spending units, 
and owned 23% of all liquid assets. 


Shares of liquid asset aggregates decline sharply 
for the $3,000-$4,999 group as compared with units 
having incomes of $5,000 and higher. Their principal 
role in the automobile market, as evidenced by 1952 
purchases, is in the used-car fields. The median out- 
lay on used cars in 1952 was 58% lower than that for 
new automobiles; and the average outlay that year 
was 55% lower. 

Thus supportive value in used-car markets can be 
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furnished by backlogs of considerably smaller size 
than those required for new-car purchases. The 
median used-car outlay in 1952 was $600; the average, 
$700. About one sixth of the spending units with 1952 
money incomes of $3,000-$4,999 reported liquid assets 
in the $2,000-or-over size groups. This group could 
buy a typical used car at 1952 prices, and still have 
high liquid holdings left over. It is likely that a much 
higher proportion of the $3,000-$4,999 income group 
could fully cover an outlay on used cars at 1952 price 
levels. Perhaps a quarter of the spending units in 
this income bracket appears in the asset size group of 
$500-$1,999. A significant number of these spending 
units doubtless have holdings which at least match 
the group midpoint of $1,250. 


IMPORTANCE IN OTHER DURABLES 


Even in the furniture and household appliance mar- 
kets, lower-income recipients, responsible for the 
smallest liquid asset shares, comprise a relatively 
small proportion of total buyers. In 1952, only 28% 
of the purchasers of these categories of consumer 
durables reported money incomes of less than $3,000; 
37% had incomes of $3,000-$4,999; 35% received in- 
comes of $5,000 or higher. Thus seven tenths of fur- 
niture and major household appliance buyers in 1952 
were drawn from middle and upper income brackets. 

Money requirements for purchases of these durables 
are considerably smaller than those for new or used 
cars: median expenditures in 1952 ranged from $190 
for washing machines to $300 for television sets. More 
than half of the asset holders in all income groups 
had liquid reserves large enough to cover these expen- 
ditures. About two fifths of the spending units in the 
$3,000-$4,999 bracket, three fifths in the $5,000-$7,499 
group, and more than four fifths at the $7,500-and- 
over level reported liquid backlogs of $500 or more in 
early 1953. They thus had reserves more than suffi- 
cient to finance the purchase of furniture or major 
household appliances, priced at median 1952 levels. 

Because the distribution of durables buyers is 
skewed in the direction of middle and upper income 
groups, the asymmetrical ownership of liquid back- 
logs may increase their supportive worth in durables 
markets.! It means that for groups which furnish the 
major proportion of durables purchasers, the accumu- 
lated cushion of spending power is proportionately 
much higher than for the consumer sector in general. 

Whether these groups will actually use their reserves 
in durables markets is, of course, another question. 
Liquid backlogs may already be partially committed to 
repayment of the large volume of outstanding personal 

1But not necessarily in all markets. Given the existing sum of 
liquid holdings and the durables market described above, the sup- 
portive potential of liquid holdings is evidently enlarged by the fact 
that their distribution within the consumer sector is skewed. For 


less expensive goods, and for purchases of a less postponable type, 
a lesser degree of skewness might be more supportive. 


debt. As of early 1953, over half the spending units 
reporting 1952 incomes of $1,000 or more owed some 
debt;! and, since the reporting date, debt has con- 
tinued to rise at a considerable rate. Moreover, out- 
standing repayment obligations tend to be larger for 
those middle and upper income groups in which the 
durables market is concentrated. Again, consumers 
may resist liquidation of reserves for postponable pur- 
chases in the event of a business downturn: a decline 
in their incomes may necessarily commit their reserves 
to the repayment of debt. 


A LOOK AT 1949 


Consumer experience in the mild recession of 1949 
may shed some light on this question. Personal in- 
come receipts declined during most of that year. 
Yet purchases of new and used cars were made by a 
greater proportion of spending units than in any pre- 
ceding postwar year. The proportions of spending 
units buying other major durables moved in varying 
directions. Compared to the preceding year, the 
proportion moved down for furniture, radios and 
washing machines, and up for television sets and re- 
frigerators. 

To what extent in 1949 were liquid backlogs drawn 
upon to help cover these durables goods outlays? 
Paying cash were 56% of new-car buyers, 47% of 
used-car buyers, and 46% of furniture and major 
household appliance buyers. But for all major dura- 
bles, the proportion of spending units using credit to 
finance purchases increased in 1949, as compared to 
1947 and 1948. About the same percentage of con- 
sumer spending units as in 1948 (31%) reported a de- 
crease in liquid holdings. Of these latter, roughly one 
fourth reported expenditures on automobiles and 
other durable goods. Combining the last two propor- 
tions, about 8% of all spending units in 1949 reported 
both a reduction in liquid holdings and a purchase of 
a major durable. While this may appear to be a 
small part of the consumer population, it is equal to 
one fifth of all spending units reporting purchases of 
furniture and major household appliances in 1949; 
more than two thirds of the proportion reporting car 
purchases in 1949, and probably more than one eighth 
of all units reporting any durables purchase. 

Past experience would seem to indicate that, even 
in a downturn, consumers will tap savings to finance 
durables purchases if the demand for these durables 
exists. Despite the potential spending power of liquid 
reserves, however, they will mean little to the market 
place if the desire for durables has been satiated by 
previous purchases. The Federal Reserve data drawn 
upon in this article provide no direct measures of 
saturation. It may be noteworthy, however, that a 
recent survey of consumer attitudes indicates two 


Including mortgages and other real estate debt, instalment and 
other short-term debt. k 
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fifths of spending units with upper-level incomes see 
this as a good time to buy cars and household goods.1 

Of all spending units, 36% think that household 
durables purchases would be a good idea at this 
time, and 29% think the time is right for car pur- 
chases. For the consumer sector as a whole, the propor- 
tion of spending units believing that times are favorable 
for buying cars has declined about one sixth since the 
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beginning of the year. However, the proportion of spend- 
ing units who think the time is right for large household 
durables purchases has apparently increased. 


Betta SHAPIRO 
Division of Business Economics 
1Conducted in September and October by the University of 


Michigan Survey Research Center, which also conducts the Federal 
Reserve surveys. See Business Week, November 21, page 58. 


FINANCIAL NOTES AND FOOTNOTES 


IT IS now clear that loans to business will not for the 
present at least feed any great inflationary enlarge- 
ment of the money supply. Loans of this type are 
still lagging far behind seasonal normals. To some 
extent this is doubtless the result of greater discretion 
on the part of lenders who are not so ready as they 
once were to make loans to all comers in amounts that 
had become customary. It is, however, likewise with- 
out question in part an outgrowth of lighter demand 
for accommodation by credit-high borrowers. 

But the situation is different with that other huge 
customer of the banking system—the Federal Govern- 
ment. If this large borrower has not called upon the 
banks for aid in the degree that otherwise would have 
been the case, the fact may be attributed in part at 
least to the circumstance that Congress has not seen 
fit to raise the debt limit, and the Treasury has, ac- 
cordingly, been obliged to resort to other means of 
meeting its needs. 


PUTTING SOME GAINS TO WORK 


The first step of this sort came when the Treasury 
“cashed” one-half billion of its remaining “profits” 
from the devaluation of the dollar in 1934. It put 
some $1.8 billion of these gains to work a good while 
ago when it turned them over to the International 
Bank and the International Monetary Fund. These 
profits, of course, were in a sense created out of thin 
air, and their employment in any manner was in that 
sense inflationary, although the process was not fully 
or widely understood at the time. 

The employment, at this time, of another one-half 
billion of these same “profits” to retire a like amount 
of government obligations held by the Federal Reserve 
banks leaves the reserves of member banks unaffected 
and in that sense is without inflationary effect. This 
stems from developments which preceded these trans- 
actions. What now takes place is that monetized na- 
tional debt is replaced with newly monetized gold. 

Naturally, the transactions increased the Reserve’s 
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holdings of gold certificates by one-half billion, which 
added a point or two to the reserves held against 
Federal Reserve notes and deposits at the Reserve 
banks. But the fact that the reserve ratio (which was 
45.4% after the exchange, and was already 44.1% 
before as compared with the required 25%) was and 
is so far above anything required renders a little far- 
fetched a good deal that is upon occasion said about 
our gold reserves and what might or ought to be done 
about them, or what the effect of this or that change 
in them might be expected to be. 


TREASURY STILL WITH PROBLEMS 


But the Treasury still has its problems. Assuming 
the most that can reasonably be expected in the way 
of reduction in outlays and in tax collections, a deficit 
of sizable proportions now appears almost inevitable. 
One must suppose that sooner or later Congress will 
consent to raise the debt limit and thus make it pos- 
sible for the Treasury to meet its needs in the custom- 
ary manner. 

This would mean substantial sales of its obliga- 
tions, and, if the past is any guide, the banks will be 
important buyers of these obligations. Should de- 
mand for loans decline, the banks would almost cer- 
tainly turn to the governments market to keep their 
funds at work. This is doubtless why few expect any 
marked decline in money supply in the foreseeable 
future—other, of course, than that which is to be ex- 
pected for seasonal reasons. 

The Treasury has another one-half billion in gold 
which could be used to tide it over. It likewise has 
very substantial amounts of other assets of which it 
might dispose for the purpose of raising funds for cur- 
rent needs. What the effect would be of the employ- 
ment of these resources for such purposes upon the 
money market and hence upon the financial and busi- 
ness situation would depend largely upon precisely 
what is done with these assets and upon the identity 
of the purchasers in case they are sold.—F. W. J. 


Executives Tell How: 


MANAGEMENT LOOKS 


tions responsibility is evidenced by top execu- 
tives of the 158 manufacturing companies par- 
ticipating in this month’s survey of business practices. 
The survey shows that only one in eight of the coop- 
erating companies gives little or no thought to public 
relations. But in most of the companies that put forth 
a conscious or programmed effort, the chief executives 
are personally concerned with setting the policy and 
steering the effort in the right direction. These execu- 
tives indicate that “public relations cannot be sepa- 
rated from good management because sound public 
relations is a reflection of the management.” This 
belief is epitomized by the president of a metals manu- 
facturing concern in his statement: “I regard the de- 
termining of basic public relations policy to be one of 
my most important responsibilities as head of this 
company.” 


A PROFOUND consciousness of their public rela- 


MAJOR OBJECTIVES 


The predominant desire of cooperating companies 
having public relations programs is tersely expressed 
in the words of one steel manufacturer who writes: 
“Our main objective, expressed as the sum total of 
all our individual goals, is to create a completely 
favorable atmosphere for the company among the 
many publics which comprise the market for our 
products.” 

Another steel company points to the twofold ob- 
jective of his company’s program: “We try to inter- 
pret the company to employees, shareholders and 
neighbors and reflect the reaction of these publics to 
the management.” 

With most companies reporting in the survey, con- 
siderable stress is placed upon efforts directed at em- 
ployees and their families to show them that the com- 
pany is a good employer. A textile manufacturer 
expresses this thought when he writes: “We try to de- 
velop and maintain the best possible two-way flow of 
information between management and its employees 
to build and retain the best possible morale and mu- 
tual understanding and respect.” 

However, with some of the larger companies in- 
cluded. in the Board’s survey, the public relations 
effort entails reaching several publics with varying 
emphasis. For example, a large manufacturer of 
electric machinery beams its program at the following 
audiences: 


AT PUBLIC RELATIONS 


e Customers for consumer goods; 
¢ Customers for industrial goods; 
© Suppliers; 

e Stockholders; 

e Employees; 

e Government; 

e Financial world; 

© Schools and universities; 

e Plant communities; and 

e Distributors and dealers 


The announced objectives of a few companies extend 
beyond their own operation to a discussion of prob- 
lems of the industry and the enterprise system in 
general. For example, a steel company lists as one 
of the basic objectives of its public relations activities: 
“to counter socialistic demands for business-crippling 
legislation, and to promote public understanding of 
the importance of private enterprise to the general 
welfare of the United States.” 


Employee-Community Relations Often Overlap 


In many instances it is difficult to draw a line 
where employee relations terminate and the com- 
munity relations effort begins. For this reason, many 
of the cooperators mention both in one breath. This 
is especially true where manufacturing operations 
are located in smaller towns and where the company 
strives not only toward friendly relations with those 
already employed by it, but also keeps an eye on the 
prospective employee. In this vein a hardware manu- 
facturer comments: 


“We assist the industrial arts and household arts de- 
partments of the local high school by awarding prizes for 
the best performances. This helps to stimulate interest 
in these activities. We have also purchased machinery 
and donated it to the high school. We are really develop- 
ing public relations, not for our products, but for our pro- 
duction.” 


And a manufacturer of electric appliances with 
plants located in many smaller communities explains 
to his employees specifically, and to the communities 
in general, “what the company is, how it is operated, 
and occasionally some outstanding product or devel- 
opment as representative of the company’s work in 
its field.” : 

Another manufacturer feels that his employees and 
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the activities of the company in the community should 
be its principal public relations instruments, and he has 
found that “the informal channels of communication 
which are constantly at work in a community are sur- 
prisingly effective in making known the company’s 
general philosophies and policies.” 


Size of Plant Community a Factor 


The intensity of effort exerted toward a community 
relations program frequently varies with the size of 
the community in which a plant is located and a 
plant’s relative importance to that community. Com- 
panies with plants in smaller towns are particularly 
attentive to maintaining good community relations, 
while companies in big cities seem to direct less at- 
tention to the good-neighbor theme. 

A widely dispersed manufacturing company puts it 
this way: 


“In certain of the cities where our plants are located, 
our operations would not be considered a major factor 
in the over-all industrial picture of the city. In such in- 
stances, our public relations program is of less importance 
than it is in smaller cities where our activities constitute 
a much more important segment of the industrial com- 
munity.” 


Customer Relations 


In addition to attempting to reach employees 
and the general public, cooperating companies strive 
through their public relations programs to make a 
favorable impression specificially upon customers. 
One company comments: “In the broadest sense, our 
first public relations objective is the customer.” 

Some companies also direct particular attention to 
future customers, as a midwestern manufacturer ex- 
plains: 


“While it is only natural in our work to concentrate 
on the groups which comprise our present market, we also 
devote considerable time and effort to those who will be 
our customers of the future—the youth of today.” 


Stockholder Relations 


For those reporting companies that have many 
shareholders, the company’s stockholders are desig- 
nated as a separate audience. For example, it is the 
objective of a steel company’s stockholder relations 
program to instill in stockholders the feeling that “I 
own stock in one company that seems to handle any 
situation right. And it doesn’t matter whether the 
problem is selling, threshing out a labor controversy, 
handling a government demand, or satisfying cus- 
tomers. I’m satisfied, too, on earnings and dividends. 
It’s a money-making company.” 

These same companies customarily direct their 
efforts at the financial community. Their relations 
with this group were reported in “Industry Welcomes 
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the Security Analyst,” in the June, 1953 issue of The 
Business Record. 


SETTING PUBLIC RELATIONS POLICY 


In about four out of five of the participating com- 
panies that have a public relations policy, the presi- 
dent or the chairman of the board sets it. These offi- 
cials are usually aided in formulating it by others on 
their staff (often through committee action). Out- 
side consultants are also called upon in some cases to 
assist in formulating policy. In the remaining one 
fifth of the cooperating companies having a public 
relations policy, its establishment is delegated to other 
executives. The underlying reason for a chief execu- 
tive assuming policy responsibility is manifested by 
this statement of a large building materials concern: 


“Modern business development has imposed a fifth 
management responsibility—public relations. That is be- 
cause many of the problems that worry top management 
today are entirely outside the four classic areas of business 
organization: finance, production, sales, and research. They 
lie in that broad field known as public relations. These 
problems concern the relationship of the company to its 
employees, customers, stockholders, dealers, plant location 
neighbors, legislators and government. If the company 
earns the distrust or suspicion of any of these groups, 
either through bad company action or policies, it can 
quickly result in less business and lower profits.” 


In a similar vein, the chairman of an office equip- 
ment company notes: “It is my belief that public 
relations are in the broad sense the sum total of all our 
varied corporate activities. Public relations start 
with the fact that there is a company at all. It grows 
out of the many interrelated facts of a business—its 
nature, it products, its services, its physical plant, its 
financial structure, its objective, and its people.” 


ORGANIZATIONAL SETUP 


The implementation of a public relations policy 
usually is a cooperative effort. States a heating and 
plumbing company: “In a sense, every person con- 
nected with our corporation participates in our public 
relations effort, since every contact by corporation 
personnel affects our relations with the public.” 

However, in a more restricted sense, the public re- 
lations effort is frequently carried out by heads of 
selected staff and operating departments whose efforts 
are coordinated by a senior officer. Responsibilities 
are frequently assigned according to the broad areas 
of activity customarily handled by company execu- 
tives. In one company, for example, the treasurer is 
specifically responsible for stockholder relations, the 
director of industrial relations has employee and com- 
munity relations, and the -vice-president in charge 
of sales is responsible for customer relations. 

In smaller companies and also in a few big ones, 
the president devotes considerable time to actual pub- 


452 


lic relations work. Presidents actively foster good 
relations with stockholders, security analysts, and 
the financial world in general; and they frequently 
cooperate in important matters with economic re- 
search organizations, educational institutions, and at 
times with the press. 


Public Relations Combined with Advertising 


In one out of eight of the cooperating companies, 
public relations are a function of the advertising de- 
partment. “The same types of skills,’ one cooperator 
explains, “are required for executing both functions. 
The type and tone of a company’s advertising cer- 
tainly has a public relations impact.” Or, as another 
manufacturer states it: 


“Our advertising program cannot be wholly dissociated 
from our public relations goals; both aim basically toward 
widening the market for our products.” 


Some companies delegate only certain aspects of 
their public relations program to the advertising de- 
partment while assigning others to different sections 
within the company organization. The most common 
function assigned to the advertising department in 
this respect is that of publicity. One manufacturer, 
however, charges the advertising department “with 
responsibility for national public relations while the 
assistant director of personnel is in charge of local 
public relations.” 


A Function of Personnel Relations 


Reflecting the importance of employee relations and 
plant community relations, there are some instances 
in which responsibility for carrying out the over-all 
public relations program is assigned to the person in 
charge of personnel administration. For example, a 
manufacturer of automotive equipment writes: 

“Specific responsibility for over-all company public 
relations is vested in the staff vice-president of human 
relations, who is a member of the central policy group 
and acts as a consultant and adviser to the line or- 
ganization on all matters involving human relations.” 

In the case of a machine-tool company, the director 
of industrial and public relations is charged with both 
formation of policy and its execution, as follows: 


1. Policy formation and adoption; 

2. Development of programs; 

3. Coordination of company public relations activities; 
. Promoting participation in desired activities; 


. Chairman of memberships and contributions com- 
mittee 


4 
5 
A Separate Department 


Only about one in four companies replying to the 
Board’s survey has a separate public relations depart- 


ment. These departments vary in size from one man to 
as many as thirty. In every instance, however, the 
establishment of a department does not preclude par- 
ticipation by other departments of the company in 
the public relations effort. According to a national 
manufacturer of electrical machinery: 


“One of the most serious mistakes a company like ours 
could make would be to ‘departmentalize’ public relations 
too strictly. After all, a vast amount of work which is 
generally public relations in character is being done all 
the time (and without any help from the P. R. function) 
by sales, advertising, engineering, production, etc. Apart 
from those responsibilities which are exclusively its own 
(publicity releases, picture taking, special events, etc.), 
we visualize public relations here as an advisory and 
‘service station’ function.” 


The Outside Consultant 


Forty-seven of the cooperating firms occasion- 
ally employ outside public relations counsel. Of these, 
twenty-one engage one or more of these firms for spe- 
cial projects such as publicity campaigns, writing as- 
signments, stockholder reports, public statments, and 
exhibits; and fifteen companies retain consultants to 
assist in formulating basic public relations policy and 
to aid in the execution of programs. The remaining 
eleven companies, representing about 7% of all com- 
panies reporting, entrust outside counsel with the 
direction of virtually all public relations activities. 

A few instances are reported in which a company’s 
advertising agency serves as a public relations con- 
sultant. Also, some companies are being helped by 
their trade associations. One executive remarks: 
“We do not receive any outside assistance except 
from the community relations program of our indus- 
try’s association. This is a relatively new activity of 
the association and promises to be of considerable as- 
sistance to individual mills.” 

Public relations consultants are engaged by some 
companies even though they have similar specialists 
on their own staff. Some cooperators follow the prac- 
tice because they feel there will be greater effective- 
ness if “inside know-how walks hand in hand with a 
fresh viewpoint.” 


Why Some Don't Use Counsel 


A number of companies state their reasons for not 
employing public relations counsels. Representative 
are these replies: 


“In our opinion, public relations are something that 
cannot be ordered at the corner drug store when needed 
but must be developed and practiced as a continuing 
policy, and when such a policy is maintained there is 
little occasion to employ so-called professional public 


relations people.” 
* + & 
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“For several years we employed an outside agency to 
assist in financial publicity work. While this proved quite 
helpful in the initial stages of program development, we 
concluded that the added expense, on a continuing basis, 
seemed unwarranted and we discontinued this arrange- 
ment.” 

* * * 

“We originally tried outside counsel and got relatively 
little satisfactory help. Public relations has been a prod- 
uct of the large corporation or of the entertainment world, 
and acquired such a high-priced valuation that the experts 
in the field are not available to the smaller company.” 


FINANCING THE PROGRAM 


Only one in three of the cooperating companies with 
a public relations program has a separate budget for 
this activity. In these cases the budget generally 
covers the controllable expenses of an established de- 
partment. The remainder of the cooperating com- 
panies either include public relations in their advertis- 
ing budget or charge it off to various accounts such as 
general administration, personnel relations, and the 
president’s budget. Even in the cases where public 
relations costs are predetermined, a budget can hardly 
be all-inclusive, as the time various executives (other 
than public relations executives) devote to this ac- 
tivity cannot be separately accounted for. 

One executive, for example, remarks: 


“When I realize the amount of time which I personally 
have put into much of this sort of activity, and when I 
realize the freedom with which I have used stenographic 
help of my own office on such projects, I have repeatedly 
wondered whether or not industry really had any good 
measurement of the dollars and cents contribution.” 


Some companies establish budgets for different 
public relations activities like employee relations, 
stockholder relations, and community relations. 

Occasionally, the total public relations budget is 
divided into two general sections. A cooperator refers 
to such an arrangement: 


“One of these sections is an administrative budget and 
includes such items as salaries, office rent, traveling ex- 
penses, telephone, etc. The other is an operating budget 
which comprises accounts for special projects and exhibits, 
employee-community relations programs, booklets and 
folders, editorial writing and research, and general activi- 
ties connected with the distribution of public relations 
literature.” 


A number of companies budget only the expense in- 
curred by the outside public relations counsel, while all 
internal expenses are borne by the various depart- 
ments that participate in the effort. 


MORE THAN MEETS THE EYE 


Many companies report that their public relations 
programs are not punctiliously planned and executed. 
Instead, many phases of the programs are allowed to 
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develop spontaneously, reflecting, in addition to the 
company’s philosophy, changes in the attitudes held 
by the public. As a result, much is being done that 
might rightfully be termed public relations, but which 
is so woven into the fabric of the business as to be 
almost obscure. 

“After all,” one executive points out, “we try to live 
public relations at all times. If what we are doing is 
good for our employees, our plant communities and 
our customers, we try to make these facts better 
known. But public relations, however resourceful, 
are doomed to failure without having as their basis a 
sound, good and progressive company.” 

On the other hand, some of the larger companies 
tend to intentionally obscure a well-planned and de- 
tailed public relations program. Frequently, these 
companies even avoid the name “public relations” and 
prefer to call the various activities involved “human 
relations,” “company information services,” “indus- 
trial relations,” etc. The purpose, some say, is to pre- 
vent the illusion that their program is contrived and 
not merely a reflection of their basic philosophy 
towards employees, stockholders, customers, suppliers, 
the government, and the many other audiences which 
when totaled constitute the general public. 


Econ von MavucHENHEIM 
G. CiarkK THompson 
Division of Business Practices 


Business Book Shelf 


How To Control Production Costs—Deals with the neces- 
sity for the control of production costs in normal times. 
How to accomplish this control is described in detail with 
diversified products. By Phil Carroll, McGraw-Hill Book 
Company, Inc., New York, 1953. $5 


International Economic Organizations—A history, both 
evonomic and legal, of the international economic organi- 
zations, including some which are no longer in existence. 
By Charles Henry Alexandrowicz, Frederick A. Praeger, 
Inc., New York, 1953. $6. 


A History of Economic Thought—In this college text the 
development of economic thinking in western civilization 
is traced from biblical times to Keynes and Schumpeter 
in the twentieth century. The treatment is chronological, 
and important works and principal theories are related 
to their political and social backgrounds. Exposition is 
in terms of fundamental questions and concepts, with 
strongest emphasis on value and price analysis and dis- 
tribution theory. Bibliography and index. By John Fred 
Bell. The Ronald Press, New York, 1953, $6.50. 


The Financial Policy of Corporations—A fifth and exten- 
sively revised edition of a standard work in this field. By 
Arthur Stone Dewing. The Ronald Press, New York. 1958, 
two volumes. $16. 


Our Agricultural Exports—Month by Month 
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NITED STATES exports of farm products, 
which had risen sharply and almost steadily 
between 1941 and 1951, have suffered a considerable 
setback in the past year and a half. During the mar- 
keting year ended June, 1953, there was a decline of 
30% from the peak of $4,053 million in the previous 
year. This marks the steepest annual drop in agricul- 
tural exports since the 1940-41 marketing year, when 
they fell 55% below the preceding year. 

Nonagricultural exports in 1952-53 rose for the 
ninth consecutive year. Owing to the sharp drop in 
foreign shipments of agricultural commodities, how- 
ever, total United States exports of all goods were 
down 3% from 1951-52. Exports of farm products 
accounted for 19% of our exports of all commodities 
in the past fiscal year, as against 26% in 1951-52. 

There have been signs of some recovery in farm 
shipments abroad in recent months, and figures for 
the first half of the 1953-54 marketing year will 
probably show slight gains over the comparable 
months of 1952-53. However, exports in the current 
crop year are still expected to be significantly below 
the record of 1951-52. 

The contraction in agricultural exports is having 
serious reverberations both within and outside the 
farm economy. It has been an important factor in 
the downturn in prices of many agricultural products 
since the middle of 1952, and in the attendant finan- 
cial reverses experienced by a large portion of the farm 
community. Producers of those commodities whose 
exports constitute a substantial share of total demand, 
as in the case of cotton, wheat, grain sorghums, lard, 

1A gricultural exports for last July and August, the first two months 


of the 1953-54 crop year, totaled $898 million, 12% above July- 
August, 1952, but 25% below the comparable two months of 1951. 
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CURRENT ROLE OF 
FARM EXPORTS 


and tobacco, are feeling the pinch sharply. Lower 
domestic prices have, in turn, resulted in large quan- 
tities of price-supported commodities being placed 
under government loan. 


WHY THE DECLINES 


Increased output of agricultural products among 
importing countries and among competing exporting 
countries is the leading reason for the current slump 
in United States farm exports. Contributing factors 
have been cutbacks in the foreign economic aid pro- 
gram, and price advantages in some of the agricul- 
tural commodities on the part of competitors. (For 
example, Mexican and Turkish cotton have been sell- 
ing slightly below American prices for comparable 
types.) In the case of cotton, the growth in use of 
synthetics has cut not only into domestic consump- 
tion but also into foreign requirements. And the 
dollar shortage, although it has eased progressively 

\1Higher foreign agricultural outputs have resulted largely from 


improved economic conditions, but recent high yields per acre en- 
joyed in some foreign countries are partly traceable to good weather. 


Amount and Value of Farm Exports 
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over the past several quarters, still acts as a depress- 
ant on our shipments abroad. 


Wheat—and Crops in Canada, Argentina 


United States wheat and flour exports in 1952-53 
dropped from 480 million bushels in the preceding 
marketing year, to 324 million, a decline of 32%. One 
of the strongest factors pulling down these exports 
was the very heavy crops last year in Canada and 
Argentina, two leading competitors for the foreign 
wheat market. 

Where exports absorbed 49% of total United States 
wheat output in fiscal 1952, they fell to 25% in fiscal 
1953. The sharp shrinkage in exports was probably an 
important element in the size of the July 1, 1953, 
carry-over of 559 million bushels, the highest since 
1943. As a result of the large carry-over, total wheat 
supplies for the current marketing year, according 
to the Department of Agriculture’s estimate, will be 
at an all-time peak of approximately 1,765 million 
bushels. 

In order to whittle down the accumulation of 
wheat surpluses, or at least to stem increases, acreage 
allotments have been established for 1954 plantings. 
In a referendum last August 14, more than two thirds 
of the wheat growers voted in favor of allotments. 


Cotton—and Foreign Markets 


Raw cotton exports also registered a decline of 
major proportions in 1952-53—from 5.8 million bales 
to 3.1 million, or a cut of 47%. Part of the difficulty 
lies in the relatively low level of mill consumption of 
all cotton (including United States cotton) in foreign 
countries. In 1952-53, total cotton consumption out- 
side of the United States was only 5% above the 
1935-39 average. (Foreign consumption of United 
States cotton was at prewar levels in the fiscal year 
1949 through fiscal 1951, but it fell off sharply in 1952- 
53, when it stood about 20% below the level of the 
late Thirties.) 

World population, excluding the United States, 
has risen some 15% since prewar, and per capita con- 
sumption of all cotton in foreign countries is down 
some 11%. The decrease in per capita use of cotton 
is largely a function of two factors—the increased 
use of synthetic fibers such as rayon and acetate, and, 
to a lesser extent, a drop in total textile consumption 
in the past two years. 

Cotton shipments to customers abroad represented 
21% of production in fiscal 1953, compared with 38% 
in fiscal 1952. Since domestic consumption rose only 
slightly, almost all of the 2.7-million bale decrease in 
exports piled up as additional inventory. The cotton 
carry-over on August 1, 1952, was the highest in three 
years. According to the Department of Agriculture, 
a still larger carry-over is indicated for the summer 
of 1954. Supply of cotton during the 1953-54 market- 
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ing year is expected to be about 15% above last year, 
or 21 million running bales. A referendum on acre- 
age allotments for cotton will take place on Decem- 
ber 15. 


Tobacco—and Competition Abroad 


Tobacco leaf exports in 1952-53 dipped 14% in 
quantity, and 13% in value. Cuts in purchases by the 
United Kingdom were a major cause of the sag. (A 
few foreign customers, notably Western Germany, in- 
creased their purchases of United States tobacco.) 
Another significant factor in the reduction of our 
tobacco exports is the increased competition from 
other major world tobacco suppliers—Brazil, South- 
ern Rhodesia, Canada, and Turkey—whose output 
has expanded considerably since World War II. 


SOME INCREASES 


While declines have been dominant in the agricul- 
tural export picture, some important increases have 
nevertheless taken place. Among our major agricul- 
tural exports, corn, tallow, and soybeans showed sub- 
stantial increases in fiscal 1952-53. Corn exports 
rose over 50% in terms of quantity, and 43% in 
dollar value. Higher demand in West Europe, where 
feed needs have expanded considerably, is probably 
the strongest single factor making for heavier ship- 
ments of corn abroad in 1952-53. 

The quantity of tallow moving to overseas cus- 
tomers rose pronouncedly, as price declines improved 
the competitive position of United States crops. (Al- 
though the volume of tallow shipped abroad in 1952- 
53 was up 41% from the preceding fiscal year, the 
dollar amount was actually down 4%.) 


Importance of Farm Exports to Whole 
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Movement of soybeans to foreign countries in 
1952-53 rose 88%, both in volume and dollars. Larger 
exports to Japan and Formosa were largely responsible 
for the upturn. 

Owing to widespread price declines in farm prod- 
ucts, dollar increases in exports were generally lower 
than quantity increases, while dollar decreases were 
for the most part greater than quantity declines. One 
of the outstanding exceptions was rice, the price of 
which was substantially higher in 1952-53 than in the 


CONSUMERS’ 


HE CONSUMERS’ price index for ten United 

States cities maintained by Tur CoNnFrErRENCE 
Boarp declined in October to 181.7 (January, 1939= 
100). This represents a decrease of 0.7% from a 
month ago when the index had reached a new peak 
for the third consecutive month. The total index is 
1.1% above the level of a year ago when the all-items 
average was 179.8. Reflecting lower prices, the pur- 
chasing value of the January, 1939, dollar increased 
0.5% over the month to 55.0 cents. 

The drop in food prices was of sufficient magnitude 
to more than offset increases in other components. 
This holds true for the individual cities as well, with 
the exception of Chicago and New Orleans (where 
reported rent increases outweighed food decreases) 
and Denver (where advances in flour and most fresh 
vegetables caused the food index to rise 0.5%). 


WHERE CHANGES WERE SUBSTANTIAL 


Only the changes in the food and housing compon- 
ents were substantial, those in the other components 
amounting to only a few tenths of a per cent. 
The food index, at 226.4, represented a decline of 
2.2% from the month before and a drop of 4.38% 
from a year earlier. This is 5.9% below the all-time 
high reached in August, 1952. Most of the decrease 
can be attributed to lower prices reported for meats, 
with the sharpest declines occurring in pork products, 
lamb and veal. The drop in pork prices was reported 
to be owing to the heavy autumn slaughtering of 
hogs as last spring’s crop comes to market. 

Fruits and vegetables, although characterized by a 
variety of movement, were generally down. Dairy 
products, except cheese, were slightly higher. Coffee 
prices, too, were increased in most cities when some 
chain stores marked up their branded coffees. 

The most striking increase over the month occurred 
in housing, with a 1.5% rise to 132.8, a new high for 
this component and 8.2% above levels of a year earlier. 


preceding year. Although the volume of rice exports 
fell 14% in fiscal 1952-53 from the preceding year, in 
value they actually rose slightly—3%. After a rather 
sharp dip in the latter half of 1952 as a result of a 
material decline in shipments to Cuba, Europe, Indo- 
nesia, and Japan, there occurred a rather sharp in- 
crease in the volume of exports of rice during the first 
seven months of this year. The rise can be attributed 
principally to heavier shipments to South Korea. 


—S. 5S. H. 


PRICES DECLINE 


Most of the month’s increase can be attributed to 
higher rents in Chicago and New Orleans. (However, 
it must be pointed out that since January, 1939, the 
base date of these indexes, food prices have risen more 
than twice this amount. During this time, Chicago 
rents rose 54.1% and food 146.7%. In New Orleans, 
rents were up 69.8% while food rose 155.7%). In 
spite of the recent increases in rents, the consumer’s 
dollar is still worth more when spent for housing than 
for either food or clothing. 

Changes in the clothing comporfent index more or 
less evened out over the month as slight increases 
in women’s clothing (0.2%) were offset by declines 
in men’s clothing prices. The index, at 148.6, was 


Purchasing Value of the January, 1939, Dollar 
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Consumers’ Price Index for Ten United States Cities, and Purchasing Value of Dollar 
Index Numbers, January, 1939=100 


g 
5. 
g 


Value of 
the Dollar 


1952 October............. 179.8 5 122.7 8 38 6 174.4 55.6 
November.......... 180.6 8 | 123.8 0 9 6 174.5 55.4 
December........... 179.3 a2 124.1 185.0 .6 .6 175.0 55.8 
Annual average...... 179.1 7 .0 135.6 4 5 172.6 55.8 

1953 January............ 178.7 38 9 185.1 at 3 176.1 56.0 
February. . Peale ahha 2 Xf 134.9 9 3 176.6 56.4 
March.... Le 6 .8 135.5 .0 3 177.4 56.3 
April.... 177.6 9 8 135.4 ait 4 179.2 56.3 

Vis ates 178.4 .0 1 135.3 .6 4 179.3 56.1 
June.. 179.7 .6 4 135.3 a) 4 179.5 55.6 
DIY! coces 181.17 il ; 135.4 4 6 180.6 55.2 
August..... 182.7r es) 135.3 4 “al 186.2 54.7r 
September..... 182 .9r 4 135.5 186.6 1 r| 186.2 54.7 
OClctobersaccsccs coe ck 181.7 4 135.8 187.0 1 186.5 55.0 

Percentage Changes 

Sept., 1953 to Oct., ae 0.7 —2.2 +1.5 | 0 | +0.2 +0.3 0 0 | +0.1 +0.2 +0.5 

Oct., 1952 to Oct., 1953.... +1.1 —4.3 +8.2 +0.3 +0.7 +1.3 0.2 +1.4 -l1.1 +6.9 —l.1 

1Rents surveyed quarterly in individual cities Includes electricity and gas rRevised 


0.3% above the level of a year ago. Housefurnishings 
as a whole were about unchanged over the month, 
the increases being mostly offset by corresponding de- 
clines. The October index of 161.8 is 1.1% below the 
figure of last year (163.6), the low point of the year 
1952. 

The fuel index, reflecting slight increases in coal 
and fuel oil, rose 0.3% during the month to 137.0, an 
increase of 1.3% during the year. Other components 
of the fuel index, gas and electricity, registered no 
change over the month, remaining at 106.1 and 92.0, 
respectively. 

The 0.2% increase in the sundries index to 186.5 
represents a new all-time high for this component. 
The advance was partially owing to scattered in- 
creases in some toilet articles, cigarettes, and pipe 
tobacco. In addition, the index reflected the general 
price advances announced by several leading tire and 
tube manufacturers at the beginning of October. 


EARNINGS IN OCTOBER 


According to preliminary estimates by the Bureau 
of Labor Statistics, factory production workers earned 
an average of $71.73 a week in October. Although the 
amount of overtime work has declined in recent 
months, weekly earnings of factory workers have re- 
mained close to record levels. Increased hourly earn- 
ings have substantially offset a reduction in the work 
week. 

Weekly pay in October increased $1.35 over Oc- 
tober, 1952, despite a decrease of about one hour in 
the average work week from a year ago. Gross hourly 
earnings this October were $1.78, or 8 cents higher 
than a year earlier. 

Weekly hours of factory production workers aver- 
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aged 40.3 hours in October, almost half an hour more 
than in September when Labor Day shutdowns re- 
duced the average. At $1.78, hourly earnings re- 
mained unchanged over the month, but weekly pay 
rose 71 cents because of the longer work week. 

A slight decline in hours was reported between 
August and October, instead of the increase that 
usually occurs at this time of year. As a result, the 
October work week was slightly below the post-World 
War II average for the month. However, the figures 
show average weekly hours at more than forty in 
nearly all industries, indicating that overtime was 
still widespread, although less prevalent than earlier 
in the year. 

Compared with year-ago levels, the work week in 
October was down most sharply in the furniture, trans- 
portation equipment, instruments, textiles, paper, 
leather, and miscellaneous manufacturing industries. 
There were decreases of more than one hour in all 
the groups, and more than two hours in transportation 
equipment, textiles, and leather. Average hours worked 
were almost equivalent to October, 1952, levels in 
food, tobacco, printing and publishing, chemicals, and 
petroleum products. 

Over-the-year gains in weekly earnings were re- 
ported in most industry groups. The largest relative 
increases, ranging from 4% to 7%, were reported in 
food, chemicals, printing and publishing, tobacco, ma- 
chinery, electrical machinery, and stone, clay and glass 
products. Reductions in weekly pay occurred in 
textiles, leather, and transportation equipment. 


Grace Merpvin 

JupirH WISHNIA 

James F. Brrp 
Statistical Division 
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The Course of Petroleum Demand 
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BROADENING THE MARKETS FOR OIL 


NVENTORY PROBLEMS, price cuts, and falling 
I production notwithstanding, oil demand continues 
strong; and it is not likely to be much affected 
should business activity slide moderately in 1954. 
Demand for petroleum products has expanded 
rapidly throughout the postwar period—averaging 
6% a year. This year’s oil use and exports are running 
5% ahead of 1952. And even if industrial activity de- 
clines in 1954, petroleum demand could conceivably 
continue to rise. More than half of domestic oil use 
in recent years has gone for cars, trucks and home use. 
And while automobile production and home construc- 
tion may decline in 1954, the total number of cars on 
the road and the total number of households will, in 
all likelihood, continue to increase. 


FUEL OIL FOR COAL 


Even the more sensitive industrial use of heavy oils 
may resist contraction if the recent rate of substitution 
of fuel oil for coal continues. Military use of oils, 
bolstered by increasing jet fuel requirements, should 
also continue strong in the months ahead. Railroad 
and public utility fuel-oil consumption, however, con- 
tinues down, and expectations are for a marked de- 
cline in exports next year. 

One uncertain element in the longer-term demand 
outlook is the growing competitive strength of natural 
gas, which has joined oil in the assault upon coal 


markets. Already natural gas has impinged on oil use 
in public utilities, and threatens oil’s phenomenal rate 
of growth in home and industry use. 


SUPPLIES ARE HEAVY 


However favorable underlying demand, oil’s current 
problems are nonetheless serious. Growing crude oil 
production, bolstered by expanded imports (especially 
from the Middle East) outstepped demand during the 
summer months of 1953, causing a heavy backing up of 
oil products in distributive channels. By Labor Day, 
stocks of crude and the major refined oils grew to 630 
million barrels, 11% higher than a year earlier. 

Gasoline posed a special problem. Increased price 
spreads of gasoline over the fuel oils had spurred gaso- 
line output. In August of this year, 45.6% of each 
barrel of oil was refined into gasoline, compared with 
only 43.3% in August, 1952. Fuel oil yields declined 
from 38.8% to 36.9% between the same months. Thus 
while the summer rise in gasoline use arrived on sched- 
ule, gasoline inventories failed to undergo their usual 
seasonal dip. Distillate fuel stocks encountered their 
expected off-season summer rise, and were a sixth 
higher than in 1952. 

It was evident by late summer that something had 
to give way—production, imports, or prices—if the ex- 
cess oil was going to move into consumption. Both pro- 
duction and prices have already moved down, and 
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there is serious talk of limiting imports. Crude pro- 
duction was cut back from close to 6.6 million barrels 
daily at the end of August to only 6.0 million barrels 
late in October. (Output moved back to 6.2 million 
barrels in mid-November.) Gasoline price cuts at 
both wholesale and retail levels have been general, 
especially on the Eastern and Gulf coasts. Light fuel 
oils have taken some minor price cuts, and there is 
some industry expectation that last summer’s hike 
in crude prices may not hold. 

Crucial to the immediate outlook is the weather. 
If winter temperatures dip below normal, heating-oil 
stocks will be consumed quite rapidly; production 
would doubtless shift from fuel oils to gasoline, and 
much of the current oversupply could quickly evapo- 
rate. A normally cold winter would also help to 
ameliorate the situation. But in reecnt years, winters 
have averaged several degrees milder than normal. 
Should temperatures stay high in the months to come, 
excessive supplies of heating oil may be added to the 
petroleum industry’s problems. 

Not to be overlooked as a factor in the oversupply 
problem is Iran’s still idle oil facilities, capable of add- 
ing 700,000 barrels a day to the world’s supply. 


THE LONGER LOOK 


Since 1932, petroleum demand has declined in only 
two years: 2% during the sharp recession of 1938, 
and 3% in wartime 1942, when highway traffic was 
curtailed. Even during the great depression of the 
early 1930’s, domestic petroleum use declined only 
11%, against a decline in industrial production of 
47%. In all instances, these losses were quickly re- 
gained as new markets and uses opened up. 
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Domestic consumption of petroleum products this 
year will be three times as much as in 1929, more than 
seven times as much as in 1919. Much of the growth 
in demand during the Twenties could still be traced 
primarily to rapidly growing highway use. But since 
1929, highway use has taken a relatively stable two 
fifths of the oil market.1 The new market has been 
in home and commercial use, up from 4% of total 
demand in 1929 to an impressive 197% in 1952. Shares 
of the oil market previously taken by railroads and 
ships have declined’ sharply. The result of these de- 
mand shifts has been a marked rise in the relative 
consumption of distillate fuel oils (mainly for home 
heating) and a decline in heavier residual fuel oils 
used by railroads and vessels (see chart) . 


FILLING-STATION TRAFFIC 


Most of the growth in fuel use, of course, is owing 
to the vast increase in the nation’s stock of cars and 
trucks on the road. More than four fifths of the 109% 
increase in fuel and lubricant use between 1937 and 
1952 can be traced to increased cars and trucks on 
the road. Somewhat less than a tenth was owing to 
the increase in average miles traveled per vehicle. 
The remaining increase was traceable to a decline in 
average miles traveled per gallon. Larger trucks and 
heavier loads have been mainly responsible for the 
loss in economy, but presumably more automatic 
transmissions and more horsepower are contributing 
factors. 

The total number of vehicles on the road has 
risen perhaps 5% this year. The postwar annual 
rate of increase has been from 6% to 10%, except in 

1Excluding World War II. 
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strike-affected 1952, when the increase was only 3%. 
Even if 1954 automotive output should fall 15% to 
20% short of the 1953 output of about 6 million cars 
and 1 million trucks and buses, the number of vehicles 
on the road may still increase perhaps 3% to 5%. 
Total highway use of fuel and lubricants might 
then increase over its 1953 total so long as consump- 
tion per vehicle did not decline by a comparable per- 
centage. 

In the past, average fuel consumption per vehicle 
has not been materially affected by business activity 
(see chart). Between 1929 and 1933, fuel and lubri- 
cants per vehicle actually rose from 13.8 barrels to 
15.4 barrels (though cars on the road declined). The 
ratio rose again from 1937 to 1938. The small decline 
in fuel consumption and in miles driven per car during 
1949 may have been owing more to the easing in the 
car shortage than to the decline in incomes. 

This relative insensitivity of highway fuel consump- 
tion to the business cycle has been the major reason 
for the petroleum industry’s good showings during 
declines in industrial activity (see chart). 


WARMING THE HOME 


Total consumption of oils in homes and commercial 
establishments rose from a meager 40 million barrels 
in 1929 to 500 million barrels in 1952. Home use alone 
increased even more on a percentage basis: from 
about 27 million barrels in 1929 to about 415 million 
by 1952. 

Most of these gains are traceable to the rapid 
growth in oil-burning central heating systems. Home 
burners in use rose from 424,000 in 1929 to more than 
6 million currently (see chart). Light heating-oil 
sales (used mostly for these burners) rose from about 
25 million barrels in 1929 to 263 million barrels in 
1952. 


Commercial heating units have increased rapidly, 
too, though not so fast as home units (see chart). 
Consumption of heavier heating oils used in these 
burners has increased from between 10 million and 15 
million barrels in 1929 to about 79 million barrels 
in 1952. 

Range oil and liquefied-petroleum gases have also 
contributed materially to the growth of domestic and 
commercial uses of oils. Sales of range oil rose from 
a few million barrels in 1929 to more than 100 million 
barrels in 1952. L-P gas sales, starting from scratch 
in 1929, rose to 54 million barrels by 1952. Of the 
460-million-barrel increase in total oil demand by 
domestic and commercial users between 1929 and 
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1952, a large proportion—perhaps as much as one 
third—has been owing to inroads this industry has 
been making on the coal market. 

In 1929, total home demand for fuels—oil, coal, and 
gas—had the heating equivalent of about 475 million 
barrels of fuel oil, of which anthracite coal, coke, 
and coal used in manufacturing gas accounted for 
about 78%, natural gas 11%, and oil the remaining 
11%. By 1952, total demand had increased to the 
equivalent of 880 million barrels, up more than four 
fifths. But by then the distribution had radically 
shifted: oil accounted for a sharply increased 46%; 
natural gas, 33%; and coal products less than 21%. 

Doubtless a good deal of the expansion since 1929 
in the heavier fuel-oil grades for heating large com- 
mercial establishments and apartment houses has 
reflected an incursion into the soft-coal market, but 
data on bituminous coal use are not sufficiently de- 
tailed to pinpoint the changes in competitive posi- 
tion. Retail deliveries of soft coal (a rough indicator) 
declined 40% between 1929 and 1952. 

The further decline in anthracite production during 
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1953, coupled with the falling off of retail deliveries 
of bituminous coal, indicates further inroads by heat- 
ing oils and natural gas. Home and commercial use 
of oil for heating and other purposes during 1954 will 
depend on the weather and on what further gains, if 
any, oil can make in the coal markets. 


FUEL IN THE FACTORIES 


Industrial use of oils—amounting to 277 million 
barrels in 19521—has increased along with highway 
and home use throughout the postwar period, despite 
a marked slowing in industrial output. Before World 
War II, industrial oil use was closely tied to industrial 
production (see chart). A large part—29% in 1939— 
was used in steel mills, mostly in melting furnaces. 

During the postwar years, oil use in steelmaking 
moved up along with steel production and industrial 
activity generally. But new markets opened up 
rapidly as industrial users converted from bitumin- 
ous coal. Between 1945 and 1952, total soft-coal 
deliveries to industry (excluding coke use) declined 


1The total included (in millions of barrels): residential, 158; 
distillate, 43; L-P gases, 37; coke, lubricants and motor fuel, 39. 
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by the heating equivalent of about 140 million barrels 
of heavy fuel oil. The new market was shared between 
oil and natural gas. Total industrial oil consumption 
went up more than 100 million barrels; natural gas 
use increased the equivalent of 250 million barrels of 
heavy fuel oil. 

By 1951, steel accounted for only 22% of industrial 
oil use. Owing to the strike in 1952, fuel oil use dipped 
7 million barrels in steel mills, slowing the rapid 
postwar rise in oil use by industry. Judging from 
the continued decline in industrial soft-coal consump- 
tion in 1953, and the return of steel production to 
new record highs, industrial oils doubtless resumed 
their postwar advance. 

Heavy industry oils would seem to be most sensitive 
to changes in business activity. Between 1929 and 
1932, industrial oil consumption dropped more than 
a fourth. Consumption fell 17% in 1938. But the 
drop in 1949 was only 1.5%, owing to the rapid 
opening of new markets. Industry, excluding steel, 
actually increased its oil use by nearly 4% between 
1948 and 1949. Whether new markets will continue to 
open up and buttress the industrial oil market in the 
event of a business downturn may be a crucial ques- 
tion in the petroleum outlook for 1954 and later 
years. 


RAILROAD OIL-USE DECLINES 


Despite rapid dieselization, total oil use by railroads 
declined 15% between 1945 and 1952. Use of diesel 
fuel and other distillates rose rapidly from a couple 
of million barrels in the mid-1930’s to 68 million barrels 
in 1952. Diesel locomotives have grown from fewer 
than 4,000 at the end of the war to 20,480 this year. 
Each diesel is being used more intensively as well. 
However, the increase in the use of these light oils by 
railroads has been more than offset by the rapid de- 
cline in heavy oils used primarily in oil-burning 
steam locomotives. Total units in service decreased 
58% since the end of the war, and many are being put 
on part-time service. As a result, heavy fuel-oil use 
dropped dramatically, from a high of 116 million 
barrels at the height of World War II to 40 million 
barrels in 1952. 

A decline in industrial production in 1954 would 
probably mean a further decline in railroad oil use. 
The experience of the Thirties demonstrated a high 
sensitivity of railroad oil use to business activity. 


FOR SHIPS AT SEA 


Oil use by vessels was depressed during the Thirties, 
but has increased by two thirds since 1940. Bunker 
fuel use has pretty much followed the volume of 
freight carried in foreign trade and along coastal and 
inland waterways. (Of the-128 million barrels of oils 
consumed by vessels in 1952, three fifths were used 
by ships in foreign trade.) Since foreign trade is 
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closely tied to industrial activity, bunker oil has 
tended to be quite sensitive to the business cycle. 

Here, too, coal has been losing markets to fuel oil. 
Since 1929, coal use as bunker fuel has decreased by 
five sixths. 


OIL FOR THE MILITARY 


As might be expected, military use of petroleum 
products has risen markedly since the beginning of 
the Korean War. The armed forces will consume 
roughly 150 million barrels of oil this year, with an 
increase slated for next year. It is reported that the 
Armed Services Petroleum Purchasing Agency will 
buy 190 million barrels of petroleum products during 
fiscal 1954. 


Jet fuel demands have risen sharply. This year’s 
consumption will be close to 50 million barrels, triple 
Jast year’s use. The jet-wing expansion programs of 
the USAF and Navy indicate quite rapid increases in 
these new fuels. 

Most of the remaining domestic oil consumption is 
accounted for by refineries and power plants. Refinery 
fuel (169 million barrels in 1952) follows actual 
petroleum output fairly closely. Oil use by public 
utilities increased rapidly during the early postwar 
years, but since 1950 has been locked in a competitive 
battle with natural gas, and total oil use has dipped 
from 106 million barrels in 1950 to 79 million barrels 
in 1952. In electric utilities, natural gas is taking a 
growing share of total fuel consumption. In gas utili- 
ties, natural gas is moving in on the manufactured 
gas market, which is made from or enriched with 
fuel oils. 

ALAN GREENSPAN 
Division of Business Economics 
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ord sales may continue for several months more. The pres- 
ent indications of any immediate recession are minor. There 
may even be some additional business increases before the 
turn comes. But a good many businessmen as well as 
economists believe that it may occur during the next twelve 
months... . 

“Some of the indications that a readjustment may not 
be far off are: (a) The slowly rising business failure rates; 
(b) the increase in the number of areas in which employment 
is gradually declining; (c) a reduction of 17% in the total 
farm income that has occurred since 1951; (d) a decline of 
the exports of many of our American produced commodities; 
(e) most noticeable is the current reduction of several bil- 
lions of dollars’ worth of defense production.” 

Nathan M. Koffsky, Bureau of Agricultural Economics, 


United States Department of Agriculture (in a speech at 
the Annual Agricultural Conference, October 26)—“ . . . 
with demand for some segments of the economy leveling off 
and in a few instances declining, there is a real possibility 
that the total demand on the economy in 1954 may be less 
than in 1953. Yet the total reduction in economic activity 
and employment that appears to be in prospect for 1954 is 
small. And its restrictive effect on the flow of income to 
persons may well be offset by lower income taxes starting 
next January, the continued rise in wage rates in some 
sectors, and an increase in unemployment compensation pay- 
ments. Total consumer income available for spending in 
1954 is likely to be about as large as in 1953, and the 
domestic demand for food and other farm products also 
should be about as good.” 


Automobiles 


L. L. Colbert, president, Chrysler. Corporation (in an 
address before the Pittsburgh Chamber of Commerce, No- 
vember 9) —““There is no doubt whatever that the potential 
market for motor vehicles is excellent. . . 

“Twelve million of the cars on the road today were built 
before World War II. They are being scrapped at an ever- 
increasing rate. Three out of every four new cars sold today 
replace cars that are scrapped. 

“Thirty-seven out of every one hundred of the nation’s 
farms do not have passenger cars. And sixty-six out of 
every one hundred farms have no trucks. 

“Of every one hundred families that own cars, eighty-nine 
have only one car. And 17 million American families have 
no car at all. 


“These facts point to the existence of a big untouched 
market for motor vehicles. The need is there to be filled. 
And with employment, personal income, and savings at all- 
time highs, it seems logical to suppose that this market 
potential is real—based on effective demand—and not just 
theoretical.” 


Carloadings 


The Journal of Commerce (November 16) —“Another im- 
portant barometer of business activity is expected to show 
only a small drop in 1954. Freight carloadings should be 
‘moderately’ lower next year, according to William T. 
Faricy, president of the Association of American Railroads. 

“Mr. Faricy pointed out . . . that in the past several 
weeks carloadings have been running a little less than 10% 
below the corresponding weeks a year ago. 

‘But I don’t wish to imply that the drop next year will 
be anywhere near this much,’ he stressed. “The volume of 
traffic should be maintained at a fairly satisfactory level by 
recent standards.’ ” 


Construction 


Jules Backman, professor of economics, New York Uni- 
versity (in a lecture sponsored by the Investment Associ- 
ation of New York, October 14)—“It is pretty clear that 
the volume of housing and residential construction is going 
down. Here are some of the facts. . 

“The number of families living doubled up in 1946 was 
close to 8 million. Now it is well under a million and a 
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half, and much below what it was before the war... . 
The demand to take care of undoubling has been almost 
fully met. 


“At the end of the war, we had marriage formation at 
the rate of 1,600,000 families a year. We are now down 
to 900,000, and we are going down to about 700,000... . 


“Another factor: Since 1940, we have increased the num- 
ber of nonfarm housing units in this country by more than 
50%. We have increased population by 28%. These are 
the ingredients out of which you have a decrease in housing.” 


Department of Commerce and Bureau of Labor Statistics 
(November 13)—“Expenditures for new construction are 
expected to total about $34 billion in 1954, slightly (2%) 
less than the record volume of nearly $34.75 billion evident 
for 1953. . . . A mild contraction in private construction 
seems likely in the coming year, but indications are that 
publicly financed activity will about equal this year’s vol- 
ume. It is estimated that private expenditures in 1954 will 
total $22.8 billion, and public outlays $11.2 billion. 


“Private housing and industrial plant will probably de- 


cline along with farm construction and defense facilities - 


(public industrial and military installations). These de- 
creases will be largely offset, however, because of extensive 
backlogs and constant pressures for the kinds of construc- 
tion that are needed to serve the mobile and fast growing 
population and the spreading suburban communities which 
have mushroomed since the war—.e., utilities, stores, schools, 
churches, recreational facilities, and roads.” 


F. W. Dodge Corporation (November 15) —“Construction 
as measured by the Dodge reports in the thirty-seven states 
east of the Rockies will decline only 3% in 1954 as com- 
pared with 1953, in the official opinion of F. W. Dodge 
Corporation... . 

“The 1954 estimates were compiled by Thomas S. Holden, 
vice-chairman, and Clyde Shute, manager, of Dodge’s statis- 
tical and research division. The Dodge reports cover known 
and specific construction projects. They are used as a basis 
for estimating the actual 48-state total of construction. 

“.. . . The complete tabulation of the Holden-Shute esti- 
mates for the thirty-seven eastern states with figures in 
thousands of dollars is: 

[Private and Public Ownership] nonresidential, $6,563,- 
000 in 1953 and $6,410,000 in 1954, a drop of 2%; residen- 
tial, $6,201,000 in 1953 and $5,575,000 in 1954, a drop of 
10%; total building, $12,764,000 in 1953 and $11,985,000 
in 1954, a drop of 6%; public works and utilities, $3,775,000 
in 1953 and $4,025,000 in 1954, a gain of 7%. Total con- 
struction: (1953) $16,539,000; (1954) $16,010,000, a drop 
of 3%.” 


Chemicals 


The Journal of Commerce (November 6)—“Inasmuch as 
the bulk of sales in the chemical industry are made between 
companies in the industry and to other industrial companies, 
any dip in general industrial activity in the country would 
inevitably have an adverse effect on chemical industry sales. 

“Some companies are figuring on perhaps a slight dip in 
their revenues in the first quarter of 1954—on the assump- 
tion that there may be some easing off in production rates 
of some chemical consuming industries early next year, 
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For the first six months of 1954, most companies, how- 
ever, are looking for well-maintained or improved sales 
revenues, even in the event general industrial activity does 
not hold at this year’s level. 


“One reason for optimism in the industry about the next 
six to eight months’ sales showing is the continuing success 
through research in widening the markets for chemicals— 
in developing new applications for older chemical materials 
and steadily bringing to market new and improved types 
of chemical materials.” 


Textiles 


Daily News Record (November 4)—‘“A belief that the 
textile industry has passed through the worst phase of a 
readjustment period and the fourth quarter of 1953 and 
the year 1954 will bring about mildly increased activity 
was expressed by R. W. Twitty, president of Marion Manu- 
facturing Company... . 

“The period through which we are going is one in which 
surplus stocks of textiles must be consumed, thereby creat- 
ing a demand which means profitable business,’ he stated. 
“The textile business in general and particularly the syn- 
thetic division has been going through this readjustment 
period for a longer period than most other businesses.’ ” 


Tires 


The Journal of Commerce (November 4) —“The rubber 
industry’s leaders . . . are confident that their companies 
can maintain their volume next year at close to the high 
levels of 1953, even if new-car production dips as much 
as 15%. 

“The secret of the tire manufacturers’ confidence in their 
ability to resist a recession next year is the growing replace- 
ment demand. For 1949 through 1953 average yearly pro- 
duction of passenger cars has been 5.5 million, compared 
with the 3 million yearly average for 1934-1938. Replace- 
ment demand normally lags two years behind new-car pro- 
duction. 

“Officials of the B. F. Goodrich Company are convinced 
that replacement demand for tires will make 1954 the third 
or fourth best in the industry’s history, even if new-car 
production drops as low as 5 million units—15% less than 
the total of 6,150,000 new cars indicated for 1953.” 


Metals 


The Wall Street Journal (November 16)—‘Lead, brass 
and copper fabricators expect their output in the first 
quarter of next year to run 10% to 15% below the average 
for 1953. This would mean production at about the same 
level as now. Zinc industry officials foresee moderate im- 
provement in demand early next year over the depressed 
state of buying that has prevailed for most of 1953.” 


Atomic Energy 


Gordon Dean, Lehman Brothers, New York, former chair- 
man, Atomic Energy Commission (in an address before the 
fiftieth anniversary meeting of the Motor Truck Industry 
of Southern California, October 23)—“It. is quite possible 
that at least 10%, and possibly more, of all new electric 


(Continued on page 471) 


HOW VOLUNTARY MEDICAL PROTECTION 


Millions of persons 
120 
PER CENT INCREASE FROM PRECEDING YEAR 
0 


110 


100 


90 


4243 44°45 "46 ‘47 48 49 '50 '51 'S2 
HOSPITAL COVERAGE 


80 
70 
60 


a “194142 43 44 45 46 47 48 49°50 °51°52 
MEDICAL COVERAGE 


0 ve 
SURGICAL 
40 es 
30 Vi 


ee MEDICAL #7” 
oe 


ot 


0 . 
1940 194] 1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 — 1952 
Source: The Health Insurance Council 


466 a BUSINESS RECORD 


HAS GROWN NATIONALLY AND BY STATES 
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Nearly three out of five persons in Decem- 
ber, 1952, were protected through volun- 
tary programs against the costs of hospital 
care in case of accident and illness. The 
proportion was higher in heavily industrial- 
ized areas. The 91.5-million persons with 
this protection last year compare with 86 
million a year earlier and only 16.5 million 
a decade before then. Most persons were 
covered by insurance companies under group 
and individual plans or by Blue Cross. Bene- 
fits include payment toward hospital room 
and board, and miscellaneous services. 


SURGICAL Surgical expense protection, the second larg- 

; est form of voluntary accident and health 
coverage, provides that if the services of a 
surgeon are needed, payments will be made 
in accordance with a schedule of fees fixing 
maximum reimbursement for each type of 
operation. Surgical expense protection—a 
later development than coverage for hospital 
care—has shown the more rapid growth over 
recent years. Enjoying this protection at the 
end of 1952 were 47% of the population. 
The 73-million persons covered last year 
represented an increase of 11.5% over 
1951, almost a 500% increase over 1945, 
and more than ten times the number cov- 
ered in 1941. Insurance companies provide 
most of this type of protection, but Blue 
Shield is also important. 


MEDICAL 


Medical expense protection came third in 
the evolution of voluntary accident and 
health coverage. Its growth has been essen- 
tially a post-World War II phenomenon. 
Twelve years ago only about 3 million per- 
sons, it is estimated, had medical expense 
protection; eight years ago, about 4.5 mil- 
lion. But by the end of last year, the num- 
ber had grown to nearly 36 million per- 
sons. The most common form of this cov- 
erage calls for payments toward the ex- 
pense of in-hospital calls by doctors for oth- 
er than surgical care. But in some cases 
there is comprehensive medical coverage of 
treatment and examinations in home, hospi- 
tal and office. Blue Shield and local medi- 
cal societies are the leading providers of pro- 
tection against medical expense. 
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KEYNES: COSTS AND CONTROLS 


By Per Jacobsson 


The relation between costs and prices, which so occu- 
pied the attention of the so-called classical and neo-class- 
ical economists, has not been much heard of in late 
years. This doubtless stems from the preoccupation of 
Keynes and many of his followers with the difficulties that 
might result from an insufficient monetary demand to 
make the wheels go round. 

But Keynes, as well as his predecessors in the field, was 
well aware of the importance of price and cost relation- 
ships. In the following article reprinted from the Quarterly 
Review, issued by the Skandinaviska Banken AB, Stock- 
holm, for October, 1953, Per Jacobsson, who needs no 
introduction to Business Record readers, reviews Keynesian 
and post-Keynesian discussions of this vital subject just at 
a time when it is coming to the front again. 


again to an examination of Keynes’ principal 

ideas, for these ideas—either properly under- 
stood or, not infrequently, wrongly interpreted—have 
continued to exert such a powerful influence in the 
postwar years that much of the economic thinking and 
planning of this period cannot be duly comprehended 
without reference to them. 

A close examination of Keynes’ ideas reveals—as 
might be expected—that his work was largely based on 
the analysis of economic relations already carried out 
by his predecessors; and on occasion Keynes himself 
took pains to acknowledge the debt which he owed to 
these earlier economists. He often felt, however, that 
he had discovered important new relationships, and 
when in that mood he tended to exaggerate the differ- 
ence between his own views and what he used to call 
“the classical ideas.” And for many of his followers 
the fact that his views constituted a break-away from 
orthodox principles seems to have been one of their 
most attractive features. 

In their disparagement of orthodox views, many 
so-called Keynesians have gone much further than 
Keynes himself ever did even in his most ebullient 
period—in the mid-1930’s—when he published his 
“General Theory of Employment, Interest and 
Money.” This is particularly the case with regard to 
the question of costs. It is often said that economists 
used to lay too great a stress upon changes in cost, 


N: APOLOGY need be made for reverting once 


while unduly neglecting the importance of changes in 
effective demand. The stress which Keynes, on the 
other hand, laid on the dangers and difficulties which 
might result from a deficiency in the volume of mone- 
tary demand doubtless represents one of his main 
contributions to the theory of economics, and this 
stress was certainly most appropriate in the midst of 
the great depression. 

But it would be a mistake to believe that because 
of this timely preoccupation with the volume of de- 
mand Keynes regarded the relation between costs and 
prices as of only secondary importance. The contrary 
is the case. In “The General Theory,” it is evident 
that one of his main concerns is to bring about a bal- 
ance between costs and prices: he knows full well 
that the entrepreneurs will expand their production 
only when their costs are covered by the prices paid 
for the goods they produce—this being in fact the 
basic principle of the free-economy system in which 
Keynes believed. 

Keynes wrote his book at a time when almost every- 
where prices had been falling more sharply than ever 
before in peacetime, with the result that entrepreneurs 
in general were having difficulty in covering the costs 
of production. No wonder, therefore, that he regarded 
the restoration of a proper relationship between costs 
and prices as the primary task. For him the right 
way of achieving that goal was to raise prices by ex- 
panding monetary demand, and he believed that this 
mode of procedure would be effective because he con- 
sidered that, in general, workers would remain satis- 
fied with their existing money-wage rates even if 
prices rose somewhat. On page 289, he expressly con- 
sidered the case of increasing employment when, up 
to a point, “the decreasing return from applying more 
labor to a given capital equipment has been offset 
by the acquiescence of labor in a diminishing real 
wage.” 


WAGES IN A DEPRESSION 


The followers of Keynes do not always make suffi- 
ciently clear their master’s views on the relationship 
between costs and prices and the stress which he laid 
on the need for accepting, at least temporarily, a 
somewhat lower real wage if a depression is to be over- 
come. The most comprehensive analysis of Keynes” 
views on this point has been given by a non-Keynes- 
ian, the banker and economist L. Albert Hahn (origi- 
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nally from Germany and now resident in New York), 
in his book, “The Economics of Illusion,” published in 
New York in 1949. But in other quarters, too, it is 
realized what a strategically important position the 
idea of stable money wages occupies in Keynes’ whole 
system. 

Thus Professor Hicks in his “Contribution to the 
Theory of the Trade Cycle,” published in 1950, goes 
so far as to say (on page 140) that “the essential differ- 
ence between Keynes and Wicksell lies in Keynes’ 
assumption of wage rigidity (at least in a downward 
direction) .” And in the United States, Professor Alvin 
Hansen of Harvard University, who can justly be re- 
garded as having been for years the most prominent 
“Keynesian” in American economics, has laid fresh 
emphasis, in his recently published book called “A 
Guide to Keynes” (London edition, 1953), on the 
importance attached by Keynes to “costs” in general 
and stable money-wage rates in particular. On page 
193 of the London edition, Professor Hansen shows 
what, according to Keynes, will be the effect on em- 
ployment of an increase in costs: “In so far as mar- 
ginal costs rise as output increases, some part of the 
increase in demand must be dissipated in higher 
prices. But if, in addition, money wage rates also 
rise, employment suffers as a result of the higher 
wages of the already employed workers.” 


INFLUENCE OF WAGES ON VALUE 


There can be no doubt, then, as to the key position 
occupied in Keynes’ “General Theory” by the workers’ 
acceptance of relatively stable money wages. Indeed, 
according to Keynes’ system, it is the stability of 
money-wage rates which gives stability to the value of 
money, and ensures that, once a depression has set in, 
a policy of full employment can be considered a prac- 
tical possibility. As already stated, Keynes seems to 
have thought that, while workers will strongly resist 
any reduction in their money-wage rates, they are 
likely to acquiesce in a continuation of the existing 
rates as long as there is no appreciable rise in the cost 
of living. 

Whether this is a realistic view at a time of strong 
labor union influence is another matter; nowadays, 
the workers follow closely the month-to-month changes 
in the cost-of-living index. During an emergency, 
such as a war, there may be periods of voluntary 
restraint in the matter of wage claims, due in such 
a case not only to concern for the common cause but 
also to the influence exerted by the leaders of the 
labor unions. During the Second World War, how- 
ever, it became clear that, if some degree of stability 

_was to be preserved, the price-wage spiral would have 
to be restrained by means of rationing and price 
control. 

An interesting example of controlled wage rates has 
been provided in recent years by the Netherlands, in 
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which country the upward trend of money wages has 
been moderated by a system of controls applied with 
the active participation of both employers and em- 
ployed. There is no doubt that the relative stability 
of wage rates thus attained has played an essential 
part in making possible the achievement of full em- 
ployment in the Netherlands in spite of an exception- 
ally rapid increase in the country’s population. But 
a “planned” wage policy also has its drawbacks; it 
stands in the way of a desirable differentiation in re- 
muneration and thus becomes an obstacle to an ap- 
propriate distribution of labor among the different 
trades and occupations. For these and other reasons 
it is admitted in the Netherlands that a relaxation is 
called for, and some steps in that direction are already 
being taken. 


DID NOT RELY ON CONTROLS 


Keynes himself did not rely on “controls” to achieve 
the objectives he had in view—the word “control” 
does not appear at all in the index to “The General 
Theory.” As has already been pointed out, his sys- 
tem took shape in the midst of the great depression; 
i.e., at a time when mass unemployment was likely to 
act as a deterrent to any sharp increases in money 
wages. But whatever may be the influences affecting 
the earnings of labor, it is important to remember 
exactly what Keynes’ attitude was in this matter. 
Clarity on this point is particularly desirable, for if 
there should be another considerable decline in busi- 
ness activity, it is to be expected that the authorities 
would then intervene in order to counteract any 
marked increase in the unemployment figures. Quite 
properly, attention would then be directed again to 
the need for maintaining the volume of effective de- 
mand—and it is probable that once more the sugges- 
tion would be heard that the best way of keeping up 
demand is to increase money wages. 

The adoption of such a suggestion would, however, 
be contrary to Keynes’ recommendations. As has 
been shown above, his main concern was to restore a 
proper balance between costs and prices, and he 
wanted this to be done by means of an increase in the 
demand for goods and services brought about in ways 
which would not lead to an increase in costs. In other 
words, he considered that balance could best be re- 
stored by an expansion of credit not accompanied, 
while the depression remained acute, by any increase 
in money wages. When interested parties quote 
Keynes in support of the policies which they wish to 
see pursued, there is a danger that those elements of 
his system which appear particularly attractive (for 
instance, the expansion of credit) will be emphasized, 
while other elements (such as the moderation in the 
raising of wages) are conveniently forgotten. 

A quite astonishing example of almost complete 
neglect of the question of balance between costs and 
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prices is to be found in the United Nations report on 
“National and International Measures for Full Em- 
ployment,” produced in 1949 by five experts, four. of 
whom would generally be regarded as having a dis- 
tinct Keynesian bent. In the report itself no stress 
at all is laid on the need for maintaining (or reestab- 
lishing) a proper relationship between costs and prices. 
Pressure for an increase in earnings exerted by labor 
unions, farmers’ groups, trade associations, cartels or 
business monopolies is regarded as dangerous mainly 
because it may set in motion an inflationary price 
spiral—against which it is recommended that action 
should be taken not by a reduction in the aggregate 
volume of effective demand but by various kinds of 
“controls.” 

It was left to Professor J. M. Clark, the least 
Keynesian of the five, to insist in a “separate concur- 
ring statement” on the need for studying more fully 
“the area of problems which includes the effect of the 
wage-price structure and the behavior on aggregate 
effective demand and employment.” He goes on to 
explain that “one key problem in this area, but only 
one, is that of the effect of a high or low general wage 
level, or of increases or decreases of wages, on the 
volume of employment.” Professor Clark admits the 
importance of maintaining a sufficient volume of effec- 
tive demand, but that does not prevent him from 
paying due attention to the wage-price problem. In 
his “separate concurring statement” he undoubtedly 
came closer to Keynes’ views than the other members 
of the group. 

One may ask why so many of the latter-day 
Keynesians are apt to disregard the need for a balance 
between costs and prices. One explanation may be 
that they have become so preoccupied with the main- 
tenance of effective monetary demand, especially de- 
mand for consumer goods, that this consideration 
takes precedence over everything else. They are thus 
inclined to look upon a redistribution of income in 
favor of the wage earners precisely from the point of 
view of the sustaining effect which it is believed to 
have on the volume of domestic demand without 
paying adequate attention to the effects of an increase 
in the cost of production on the remunerativeness of 
business. This concords with the fact that in the re- 
port of the five United Nations experts there is not 
even the slightest hint of the possibility that a defi- 
ciency of “savings” (as distinct from monetary de- 
mand) might force the individual countries to restrict 
the volume of investment and that this might cause 
a considerable reduction in the volume of employment. 


WEAKENING THE WILL TO SAVE 


In the great depression of the 1930’s it might have 
been permissible to assume that an increase in the 
national income brought about by a vigorous credit 
expansion would itself, up to a point, lead to an in- 


crease in saving, but even at that time there were 
countries which had to obtain capital from abroad. 
An examination of the records of the past reveals that 
there have never been more than six or seven countries 
possessed of a sufficiently strong flow of savings to be 
able to make net foreign investments. It is important 
in a depression not only to avoid measures which in- 
crease the costs of production but also to refrain from 
any action which would weaken the will to save. This 
is especially true from the point of view of labor; for 
it is, in particular, when a large volume of investment 
is based on genuine savings (inflation having been 
avoided) that a rise in money wages can lead to an 
improvement in real wages. 


PREMISE OF CLOSED ECONOMY 


The reasoning in “The General Theory” is based on 
the premise of a “closed economy,” and consequently 
no particular attention is devoted to the problems 
which arise when a depression is “imported” from 
abroad; the “international complications” which could 
result from Keynes’ employment policy are not ex- 
amined at all in this work. In fact, the United Na- 
tions experts, in so far as they were asked to suggest 
international measures for a full employment policy, 
had to break largely new ground. Without subscrib- 
ing to the particular measures they proposed, one has 
to admit that the problems which they raised cannot 
be ignored. Now that a return to currency converti- 
bility is beginning to come within the sphere of prac- 
tical politics, the need for strengthening the liquidity 
of the international monetary system is a very real one. 

Certain international aspects of the policy of em- 
ployment have been considered by a second group of 
United Nations experts, which published their report 
in 1951; in general, their analysis of the problems 
involved has been regarded as more realistic than 
that of their predecessors. Now, however, a further 
stage has been reached: the present need is not so 
much for expert investigation as for a consideration 
by the competent authorities in the different countries 
of what practical steps can be taken to ensure a 
higher degree of monetary and economic stability than 
the world has enjoyed during the nearly forty years 
which have passed since the outbreak of the First 
World War. For some years after the crisis of 1929 
Keynes was most concerned lest his country should 
once more find itself tied to the volatile economy of the 
United States, but during the war he would seem to 
have changed his mind, and in his famous article, in 
“The Economic Journal” published posthumously in 
1946, he appeared more ready to accept the implica- 
tions of an international monetary system and of 
multilateral trade. This change of attitude was no 
doubt due to a belief that the United States had be- 
come more willing and more able than had previously 
been the case to keep its-domestic economy reason- 
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ably stable and to pursue a less restrictive policy with 
regard to foreign trade. 

While in “The General Theory” Keynes consid- 
ered only the case of the “closed economy,” he dealt 
at length with the problems of international relations 
in the article (just referred to) on “The Balance of 
Payments of the United States,” published in June, 
1946, two months after his death on April 21, 1946. It 
was during the negotiations which he conducted with 
the United States in the years 1942 to 1945 that 
Keynes became more and more interested in the ques- 
tions of foreign trade and international settlements; 
and, as is well known, he came to take a distinctly 
optimistic view of the prospects of establishing and 
maintaining a lasting equilibrium between the United 
States and the rest of the world. 


WOULD SAFEGUARD MULTILATERAL TRADE 


Naturally, he looked around for safeguards which 
would increase the chances of a safe return to multi- 
lateral trade, and in this connection he referred par- 
ticularly to the Bretton Woods institutions, with the 
establishment of which he had been so closely con- 
nected. Essentially, however, his faith was founded 
on the view that “there are in these matters deep 
undercurrents at work, natural forces, one can call 
them, or even the invisible hand, which are operating 
towards equilibrium”—and here again he turned his 
attention to the probable development of “demand” 
and of “costs.” Pointing especially to the fact that 
“the United States is becoming a high-living, high- 
cost country beyond any previous experience,” he 
asserted that this state of affairs would make it pos- 
sible for the classical medicine to take effect, and in 
this medicine he would naturally include the ordinary 
means of monetary policy. He did not exclude other 
measures: he admitted that one would “need quicker 
and less painful aids of which exchange variation and 
over-all import control are the most important. But 
in the long run these expedients will work better and 
we shall need them less if the classical medicine is also 
at work.” His heart was not in controls; he remained 
all his life a believer in the advantages of an economy 
in which individual initiative and private enterprise 
would be able to make their valuable contributions. 


SEVERAL REMEDIES 


It is not the purpose of this article to discuss what 
should be done to prevent a recurrence of mass un- 
employment; that is a subject which would demand 
far more space than is available here, one reason be- 
ing that there is not just one remedy but several, de- 
pending upon the nature of the unemployment in 
each particular case. It should, at all events, be recog- 
nized that the world will never again tolerate unem- 
ployment on anything like the scale of that which was 
such a terrible scourge during many of the years of 
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the interwar period. It should also be recognized as 
important that the opinions expressed by such an 
influential economist as Keynes should be properly 
interpreted in order to avoid grave misconceptions 
regarding the policies which he advocated. This is all 
the more important now that the long drawn-out post- 
war inflation is at last becoming a thing of the past 
and that policies, therefore, have to be based once 
again on the assumption that the value of money will 
remain relatively stable. 


BUSINESS FORECASTS 


(Continued from page 465) 


facilities being built in the United States in the year 1963 
will use nuclear fuels. 

“Tn ten years we should also be able to have in operation 
a number of reactors capable of producing power and 
breeding new nuclear fuel from uranium or thorium at the 
same time. 

“In addition, the next ten years should see the use of 
atomic engines, not only in submarines, but also in large 
surface vessels, such as aircraft carriers of the United States 
Navy—if we want them. It is also possible, although less 
likely, that an atomic propulsion plant will be developed 
that could be used economically in commercial ships. We 
may not see all this in ten years, but it is virtually certain 
that we could see it within the next fifteen—again if we 
want to.” 

E. H. Dixon, president of the Middle South Utilities, 
Inc. (in a talk before the National Industrial Conference 
Board, October 30) —“Present indications are that it will be 
some years before atomic energy has any material economic 
impact on the electric power industry—in this country at 
least. Long range, I have no doubt this new energy 
source may become a competitive factor in the generation 
of electric power. If and when it does, its economic impact 
on our industry, as I see it, will be principally to supple- 
ment present fuel sources.” 


Steel 


Steel (November 9)—“Although sales during the first 
half of 1954 are expected to be less than in the same period 
this year, many of the corporations paying excess-profits 
taxes believe their profits will rise due to the lapse of 
this tax.” 


Agriculture 


Department of Agriculture (The Marketing and Trans- 
portation Situation, October-December) —“Farmers proba- 
bly will receive about the same share of the consumer’s 
food dollar during the coming year as the average of 45 
cents estimated for 1953. This is 2 cents less than the share 
in 1952. 

“Retail and farm prices of food products in 1954 are 
expected to remain near this year’s levels.” 


AID TO AGED: HOW STATES DIFFER AND WHY 


HE PROPORTION of aged persons on the 

old-age assistance rolls varies widely across the 

country. In eight states, fewer than one tenth 
of the 65-plus group receives OAA payments; at the 
other extreme are seven states in which more than 
one third do.t Fewer than five in every hundred aged 
persons are OAA recipients in the District of Colum- 
bia, as compared with more than sixty out of every 
hundred in Louisiana. 

These tremendous differences in OAA recipient 
rates reflect economic factors to some extent, but 
legislative, administrative, philosophical, sociological, 
and political factors appear to have even more influ- 
ence. For a complete picture, one would have to 
study the economy of each state, examine each state 
law, inquire into the procedures of each state welfare 
agency, and determine the prevailing attitude in each 
state toward giving and receiving relief. This would 
be a huge research project in a program that has 
forty-nine separate laws administered by forty-nine 
different governmental units (not counting the terri- 
tories) . 

Nevertheless, an evaluation of the major factors 
affecting OAA recipient rates can be attempted on 
the basis of statistical material available from federal 
sources, and correspondence with state officials. What 
surprisingly emerges from such a review is that two 
discretionary legislative provisions seem to exert the 
greatest control over the number of persons receiving 
old-age assistance payments. One is the requirement 
that children and other close relatives contribute to 
the support of their aged parents, spouses, etc. The 
other is the provision that the state may recover the 
total amount of assistance paid from the estate of 
the deceased recipient. 

Both types of provisions, as well as legislation open- 
ing old-age assistance rolls for public inspection, have 
been enacted during the 1953 legislative year. 


ECONOMIC FACTORS 


A measure of the relative wealth or poverty of the 
various states may be found in the Department of 
Commerce series on income payments to individuals. 
For the years 1950-1952 they averaged $1,553 per 
person for the whole United States, and ranged from 
a high of $2,132 in Delaware to a low of $764 in Mis- 

1In June, 1958, the OAA recipient rate was less than 10% in 
Connecticut, Delaware, District of Columbia, Maryland, New Jersey, 
New York, Pennsylvania, and Virginia. The states with a rate of 


more than one third were Arkansas, Colorado, Georgia, Louisiana, 
Mississippi, Oklahoma, and Texas. 


sissippi The chart on page 474 gives December, 
1952, data on the proportion of aged persons receiv- 
ing assistance and the average amount of assistance 
payments for each state listed in order of average 
1950-1952 per capita income. 

The impression to be gained from the chart is that 
while recipient rates are generally lower in high- 
income states and higher in low-income states, there 
are marked exceptions to this inverse relationship. 
Ten of the states falling in the top third when ranked 
by the proportion of their aged receiving assistance 
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were also among the poorest third of the nation. But 
two of the top sixteen states recipient ratewise—Cali- 
fornia and Washington—were relatively quite wealthy. 

Similarly with the states in the bottom third ac- 
cording to recipient rates—although nine of them 
were also among the richest sixteen, two—Virginia 
and Maine—were fairly far down in the per capita 
income array. 


Recipient Rates and the Proportion Insured 


One reason that a significant number of persons 
past sixty-five continue to require assistance pay- 


In the discussion of per capita income by states, it should be 
remembered that income in kind is excluded. This is most important 
in the agricultural states, many of which are included among the 
lower-income states. 


i 


* BUSINESS RECORD 


ments is that they have not been able to qualify for 
old-age and survivors’ insurance benefits. They may 
have already reached advanced years when the OASI 
program went into effect, or have worked in a non- 
covered employment, or have otherwise failed to be- 
come eligible. 

In the country as a whole, there were 291 insurance 
beneficiaries per 1,000 persons sixty-five years or 
older at the end of last year. Owing chiefly to differ- 
ences in industrialization between the states, this pro- 
portion ranged from 123 beneficiaries per 1,000 aged 
in North Dakota to 436 per 1,000 in Rhode Island. 

The first column of the table on page 475 shows 
the beneficiary rate for each state, the states being 
listed according to the proportion of aged persons 
receiving assistance payments. As would be expected, 
the states with high recipient rates usually have low 
beneficiary rates, and the states with low recipient 
rates have high beneficiary rates. 

Here again, however, there are some extreme excep- 
tions to the general pattern. Washington, California, 
and Florida, for example, were in the top third of 
states as regards both recipient and beneficiary rates, 
while Nebraska, Virginia, and the District of Colum- 
bia were in the bottom third for both measures. In 
the District of Columbia, beneficiary rates understate 
the proportion of aged persons receiving benefits since 
they do not include Civil Service pensioners. 


Concurrent Receipt of Insurance and Assistance 


The insurance and assistance programs are not 
mutually exclusive. Assistance may be paid to insur- 
ance beneficiaries whose benefits are so low and/or 


But Relatively Fewer Aged Now Receive Aid 
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whose current requirements, because of illness or other 
emergency, are so high that they still come within the 
state concept of need. 

Great Britain, with retirement pensions for a decade 
longer than the United States, is still wrestling with 
relatively large old-age assistance rolls because of the 
high proportion of pensioners who require supplemen- 
tary assistance.1 Of the 7 million persons of pen- 
sionable age in Great Britain at the end of 1952, 
more than 1 million (15.5%) received assistance pay- 
ments, despite the fact that more than 4 million 
(about 60%) actually were pensioners. About 25% of 
the households receiving retirement pensions had 
these benefits supplemented by assistance: four out 
of five assistance payments went to pensioners. 

In the United States, an average of 10.7% of OASI 
beneficiaries received supplementary old-age assist- 
ance payments last February, and, conversely, 16.3% 
of OAA payments went to persons also receiving in- 
surance benefits. The proportion of insured persons 
who received OAA ranged from 1.7% in Virginia to 
46.3% in Louisiana. (See column 2 of table on 
page 474.) 

According to expectations, the states with relatively 
few assistance recipients in their total aged popula- 
tion also had relatively few recipients among their 
insurance beneficiaries. Thus seven of the eight states 
in which fewer than 5% of the beneficiaries were on 
assistance rolls were the lowest recipient-rate states. 

In three of the ten states with the highest recipi- 
ent rates—Louisiana, Oklahoma, and Colorado, the 
proportion of insurance beneficiaries receiving assist- 
ance was also highest, exceeding 30%. But in four 
of the ten—Mississippi, Arkansas, South Carolina and 
Alabama—it was below the United States average. 
These are the poorest states in the country, and aver- 
age assistance payments in them are relatively small. 
Aged persons receiving insurance benefits are less 
likely to be eligible for assistance in states where 
limited funds result in low assistance payments. 


Recipient Rates and Assistance Expenditures 


The old-age assistance provisions which were spelled 
out in Title I of the Social Security Act of 1935 


1The Widows’, Orphans’ and Old Age Contributory Pensions Act 
of 1925 provided the first national scheme of contributory pensions 
in Great Britain. These were replaced by the retirement pensions 
provided in the National Insurance Act of 1946 which went into 
effect July 5, 1948. Women are entitled to retirement pensions from 
age sixty on, men from age sixty-five. 

The inflation of the past five years reduced the value of pensions 
so greatly that an increasing number of pensioners turned to the 
relief program for additional help. Parliament considered the situation 
serious enough to increase pensions in September, 1952, to amounts 
that restored them to their July, 1948, level of purchasing power 
(e.g., retirement and widows’ pensions were increased from 26s. to 
$2s. 6d. a week). Despite these increases, an even higher proportion 
of pensioners received supplementary assistance payments at the 
end of 1952 than a year earlier. 

A thoughtful discussion of the aims and ends of the British social 
services by a British authority appeared in The Conference Board 
Business Record for November, 1958. 


How Old-Age Assistance Varied In December, 1952 
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Factors Related to Proportion of Aged Persons Receiving Public Aid 
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Neva a of acs +2 306 24.3 54.4 0.20 18 = se Vv & 
Utalites:) ee eee oe. we 269 11.3 52.8 0.29 24 V we sve Vv 
Wrroming’.s ivi... 243 | 18.5 | 51.6 | 0.28 Qt iy V . Vv 
North Carolina.......... 202 5.9 72.0 0.10 35 V a ee v 
south Dakota! 2.02... . 140 15.1 63.3 0.26 AT V av ae V + 
Montana tocsh se « yoke ee 234 14.5 53.2 0.33 30 J Vv Lg 2 Vv 
aa oee Ar ets ie 246 15.1 54.1 0.30 26 Vv ag dai a Vv 
Massachusetts.......... 384 15.4 39.3 0.63 3 Vv xe V ae 
Minnesota’. 1... 2. 239 12.0 46.7 0.46 28 V 2 Vv oe 
Wiest Virginia... dea iodr $15 3.6 69.1 0.12 16 Vv es Vv De 
[Kansas sac tkc rs nits coe 197 13.2 52.9 0.33 38 is Vv aps Vv 
Machisanncet mca censor: 346 10.8 55.2 0.20 12 Vv wie Vv Ey, 
North Dakota.......... 123 12.7 49.9 0.39 49 Vv me V 
Wermont fon. a sees 4 at's: 289 12.0 64.1 0.24 22 V a Vv 
thy, 7 eae 200 12.5 53.3 0.34 37 v Ah Vv 
Ore voieete ce hes ets 364 10.6 47.8 0.30 7 2 Vv Vv 

Lowest third: 
WV ISCONSID ro.) sae pes cin « a2 291 10.1 48 .2 0.30 21 Vv ee an Vv 
CUO ee aes 323 Teast 54.2 0.21 15 V cs “ih Vv 
I ebranica setae te ios o.Js 178 10.6 51.7 0.30 46 Vv bis za Vv 
NEAING He ac. oS e5s try. 367 8.8 63.1 0.22 5 es Vv oH Vv 
PMIAGISaceene eee sie we et 308 6.9 49.5 0.20 17 6 Vv an Vv 
Rhode Island........... 436 7.0 50.7 0.22 1 Vv 4 = Vv 
New Hampshire......... 366 6.5 52.0 0.26 6 Vv * v 
Ingiatine sre ce tec. 300 5.8 57.0 0.14 19 Vv be Vv 
Connecticut: . ..erc <<". 393 5.8 40.3 0.20 2 V re Vv 
Newel ork Sioa» 354 4.8 43.6 0.17 9 V oe Vv 
Mareen. ok ohateS 231 1.7 | 72.8 | 0.03 32 ~ o V 
Pennsylvania........... 359 2.9 57.7 0.09 8 V cs Vv 
Maryland). ois .scrhevs deny 298 2.5 60.0 0.05 20 ¥ V He Vv 
DIGIAWATLG soi:. sya» Hens bys 333 2.3 66.2 0.03 14 Ac ne! Vv Vv 
New Jersey... ..00. >.> 382 2.8 50.0 0.07 4 Vv a ae Vv 
District of Columbia.... . 233 8.3 54.9 0.04 31 a Vv Vv oe 

United States........... 291 10.7 53.3 0.28 21 12 16 33 16 


1Where states have the same value in ranking, they have been listed alphabetically. } 

aEven though the wife or husband is presumed to be responsible for and contributing to the support of the spouse, if they are living together, Washington is not included 
among the states with relative responsibility provisions because children are not held responsible for their aged parents. 

Sources: Social Security Administration; Department of Commerce; Minnesota Legislative Research Committee; State welfare officials, 
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authorized federal grants in aid to the states to help a higher proportion of low average assistance pay- 
-them furnish money payments to their destitute aged ments than of higher payments. ; 
residents. At first these grants were available on a The present formula was provided in the amend- 


fifty-fifty matching basis, but since amendments ments of 1952. For each dollar of the first five dollars 
passed in 1946 the Federal Government has matched that the state expends for average assistance pay- 


DECEMBER, 1953 


476 


ments, the Federal Government now grants four 
dollars; for each dollar above $5 and up to $20 paid 
by the state, Uncle Sam also pays one dollar; while 
for each dollar of state payments above $20, no 
federal funds are forthcoming. Examples of how 
average payments would be divided are as follows: 


Amount from Per Cent from 


Average Payment 


for Old-Age State and Federal State and Federal 

Assistance Local Funds Funds Local Funds Funds 

A ets, Seretirae: sree $5 $20 20% 80% 
SB ott ott eels 10 25 29 71 
BOL. Be ccnies Hees moe 20 35 36 64 
WED es oe signet eto motte as 40 35 53 47 


During 1952, the United States Treasury met 53.3% 
of all old-age assistance payments, paying as little 
as 37.7% in Colorado and as much as 75.1% in Mis- 
sissippi. It is interesting that both of these states 
had exceedingly high recipient rates. 

The percentage of the total bill that the Federal 
Government foots depends on the number of persons 
on the assistance rolls and the average amount of 
payments. The chart on page 474 shows that the 
states with the highest recipient rates included some 
that were paying the biggest benefits as well as some 
paying the smallest.1_ The same was true of the states 
with the lowest recipient rates. 

As a result, there was little correlation between 
recipient rates and the proportion of federal funds 
used. With this important exception—among the 
third of states receiving the largest share of federal 
funds was a group of eight Southern states in which 
relatively high recipient rates went hand in hand with 
low average benefits. They were Mississippi, Alabama, 
Arkansas, South Carolina, Georgia, Tennessee, Texas 
and Florida. Another glance at the chart will reveal 
that these were also states with relatively low per 
capita income; the first six listed were very poor 
indeed. 

A large number of recipients together with a small 
average benefit enables the state to get the most out 
the Federal Government under the present grant- 
in-aid formula. The low-income states, with very 
limited funds of their own for assistance purposes, 
are thus encouraged to adopt this combination and 
discouraged from trimming relief rolls and lifting 
benefits to more adequate levels. 

If Mississippi, for example, were to reduce its OAA 
case load by 10% and use the state and local funds 
thereby saved to raise benefits, the same $333,000 of 
state and local funds which provided 59,311 recipients 
average payments of $26.24 (actual amounts in De- 
cember, 1952) could provide 53,380 recipients average 
payments of $27.49. But federal matching funds were 

1The sixteen states in the top third when ranked by recipient rates 
were distributed as follows when ranked by average assistance pay- 


ment (high to low): five in the top third, four in the middle third, 
and seven in the bottom third. 


$1,223,000 for the month of December, 1952, while 
under the hypothetical combination they would be 
$1,134,000. There is not much incentive for a low- 
income state to cut relief rolls 10% if by doing so it is 
able to increase benefits only 5% and is rewarded by 
a reduction of 7% in federal aid. 


State and Local Tax Effort 


State and local expenditures for old-age assistance 
taken as a percentage of state income payments pro- 
vide a measure of the burden that this program places 
on the average resident of the state. In 1952, the 
range was from a high of 1.25% in Colorado to a low 
of .03% in Delaware and Virginia. For the country 
as a whole, old-age assistance payments from state 
and local funds were .28% of total income payments 
to individuals. 

As a rule, the wealthiest states spent the smallest 
proportions of their income for old-age assistance, 
often distributing above-average benefits to below- 
average proportions of the aged population. Califor- 
nia and Washington were, as usual, exceptions to this 
generalization, with considerably greater-than-aver- 
age fiscal effort necessary to make possible their rela- 
tively high payments to large numbers of recipients. 

Most of the poorest states spent somewhat less than 
the average portion of their income for OAA. But 
Louisiana, which leads all the states in the percentage 
of aged persons on relief and also provides above- 
average payments, had to exert much more than the 
average fiscal effort to do so. 


LEGISLATIVE AND ADMINISTRATIVE FACTORS 


The Social Security Act contained certain criteria 
which a state old-age assistance plan had to meet in 
order to qualify for federal funds so that some degree 
of uniformity in administrative standards, age, resi- 
dence, and citizenship requirements for eligibility 
would be attained and state financial participation in 
the system assured. On many important questions of 
policy and procedure, however, the states were left 
entirely on their own. Level of payments has already 
been cited as one example. Definition of need is 
another. 

While the federal law specified that in determining 
need the state agency must take into consideration 
any other income and resources of an individual 
claiming old-age assistance, it did not fix limits to such 
income and resources. Likewise, there was nothing in 
the law holding children, spouses, parents, or other 
relatives responsible for contributing toward the sup- 
port of old-age assistance recipients. Lien or recov- 
ery provisions were also neither required nor pro- 
hibited. . 

The original act contained nothing about the con- 
fidentiality of information regarding recipients of old- 
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age assistance, but in 1939 the law was amended to 
make confidential records a condition of eligibility for 
federal funds. The Jenner Amendment to the Revenue 
Act of 1951, however, modified this requirement. It 
permits the states, by legislative action, to prescribe 
conditions under which public access to the names and 
addresses of, and payments to, public assistance re- 
cipients might be had, if the use of such information 
for commercial or political purposes is forbidden. 
(See below for more on this.) 

Legislative and administrative variables which may 
affect the size of the old-age assistance case load are 
then (1) definition of need; (2) lien and recovery pro- 
visions; (3) relative responsibility; and (4) very re- 
cently, welfare secrecy. 


1. Definition of Need 


The presence and extent of need in persons claiming 
old-age assistance are determined by the budgetary 
deficiency method. Under that method, the living 
costs of the applicant are estimated in accordance with 
a standard budget developed by the state agency, 
available income and resources are applied to the 
budget, and the deficit, if any, is the budgetary defi- 
ciency. This is the amount met by the old-age assist- 
ance payment, within specified maximums in the 
majority of states.1 

The income and resources considered include earn- 
ings, savings, insurance held by the individual, home 
ownership, and other property. There are wide dif- 
ferences among the states as to the amount of re- 
sources which the law allows an applicant to own with- 
out disqualifying him for old-age assistance. A num- 
ber of state laws do not provide specific limits on any 
type of property, some exempt the home but fix 
maximums for other resources, while a few circum- 
scribe all property holdings. Generally, states dis- 
qualify applicants who have transferred property in 
order to come within the property limits of the law. 

A state-by-state listing of property limitations is 
not presented here because the absence of a specific 
legislative limit on property does not necessarily 
imply a liberal policy. Administrative procedures fol- 
lowed may be even more restrictive than if limits are 
legally set forth. 


2. Lien and Recovery Provisions 


Provisions for the recovery of assistance granted 
from the estate of deceased recipients were included 
at the end of last year in thirty-three state laws, 
twenty-one of which secured the claim by a lien on 
real property owned by the recipient. The lien was 
not enforceable against a home occupied by a surviv- 
ing spouse or dependent child. 

While a lien provision is manifestly to reimburse the 


1Many states, however, because of inadequate funds, pay less than 
100% of the amounts determined to be necessary in this manner. 
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state for relief outlays, a second and perhaps even 
more important purpose is as a deterrent to would-be 
OAA applicants. Lien provisions discourage persons 
from requesting old-age assistance until other re- 
sources are exhausted, and perhaps also encourage 
relatives to assume responsibility for support in pref- 
erence to the attachment of a lien on property they are 
slated to inherit. 

It is difficult to determine the effectiveness of such 
a preventive measure. But it has been reported that 
“several states which at one time dropped lien laws 
experienced a sharp rise in case loads. Conversely, 
when the law was reinstated in those states, a signifi- 
cant drop in case loads took place.”! 

There were no lien or recovery provisions in four- 
teen of the fifteen states with the highest OAA recipi- 
ent rates. Only two other states were without them. 
(See table.) 


3. Relatives' Responsibility 


Responsibility of relatives is one of the basic con- 
cepts in the field of public welfare which has its roots 
in the English poor laws. It maintains that both 
legally and morally the primary responsibility for the 
care of indigent persons rests with their relatives, and 
that only when there are no relatives or they have 
proved themselves unable to help should organized 
society assume the responsibility. 

Thirty-three states went along with this thinking 
in December, 1952, and required that children con- 
tribute to the support of needy aged kin. Other rela- 
tives frequently held responsible were the spouse 
and parents of the aged person, while a few state laws 
extended responsibility to grandparents, grandchil- 
dren, brothers, sisters, and other persons. 

Relatives’ responsibility provisions may be part of 
the general support law of the state, or of the old-age 
assistance law, or both. In Mississippi, they are based 
entirely upon administrative regulations. Existence 
of such provisions does not insure compliance. The 
states differ both in their methods of enforcement, 
and in the vigor with which they apply enforcement 
procedures. 

It is generally agreed that relatives’ responsibility 
provisions are desirable and necessary, and that, ac- 
tively administered, they exert a downward pull on 
the number of persons receiving relief. According to 
the Tennessee welfare agency,” for example, the factor 
which had the most substantial measurable effect on 
initiating the decline in assistance rolls which occurred 
between the end of 1950 and mid-1952 was the “rein- 
troduction (in April, 1951) of the policy under which 
assistance is denied to elderly individuals who have 

1“Tmproving Public Assistance,” Project Note No. 31, The Tax 
Foundation, 1953, p. 23. 


*Biennial Report of the Department of Public Welfare, State of 
Tennessee, Fiscal Years July 1, 1950-June 30, 1952,” p. 3. 
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grown children able to support them.” The 1951 
relatives’ responsibility law in Alabama resulted in 
the closing of 6,180 old-age assistance cases, almost an 
8% slice off the OAA case load. 

Of the sixteen states which did not have relatives’ 
responsibility provisions as a part of their old-age as- 
sistance programs last December, ten were among the 
fifteen states with the highest OAA recipient rates, 
and all but one were in the top half of the states when 
arrayed according to recipient rates. (See table, 
page 475.) 

Broadly speaking, lien and recovery provisions are 
forms of relatives’ responsibility. There is some point, 
then, in considering them together. Only ten states 
had neither type of provision—Colorado, Florida, Kan- 
sas, Louisiana, Missouri, New Mexico, Oklahoma, 
South Carolina, Texas, and Washington. Nine of 
these ten were states that fell in the top third of the 
ranking by recipient rates. 


4. Welfare Secrecy 


The Jenner Amendment, passed in October, 1951, 
which permits the states to open their welfare rolls 
to public inspection under specified conditions, came 
on the heels of a great deal of controversy about the 
welfare secrecy issue. Mr. Jenner’s state, Indiana, 
had sparked the controversy. By enacting legislation 
early that year which allowed public access to the 
names and addresses of assistance recipients and to 
the amounts of aid they received, it violated the re- 
quirements then in the Social Security Act regard- 
ing the confidentiality of records. As a result, a non- 
conformity ruling by the Federal Security Adminis- 
trator withheld from Indiana federal grants in aid for 
public assistance payments, effective July 20. 


The battle lines were drawn, and both sides at- 
tracted vocal supporters. In general, the advocates of 
continuing secrecy claimed that it was necessary to 
preserve the privacy and dignity of the relief recipient, 
and that despite safeguards there was danger that the 
lists might be utilized for commercial and political 
purposes. They also maintained that the availability 
to the public of welfare rolls would be more likely to 
deter from applying for assistance, not the chiseler, 
but the deserving person who is shy about having his 
neighbors aware of his plight. 


The advocates of abandoning secrecy saw it as pro- 
tection to the undeserving who perjured themselves to 
qualify for assistance. They contended that opening 
relief rolls to inspection would dispel widespread feel- 
ing that welfare administrators have something to 
hide, improve welfare administration, and increase 
public confidence in the program. And they claimed 
there was no danger that lists would be used for un- 
desirable purposes or that truly needy persons would 
be dissuaded from applying for assistance if the con- 


ditions for the disclosure of data were clearly stated. 


The Jenner amendment decided the controversy in 
favor of the latter group. Its passage not only re- 
stored to Indiana federal grants in aid, but also imme- 
diately put into force provisions for public inspection 
of relief rolls in Alabama and Illinois. Although these 
provisions had been enacted in early 1951, the state 
legislatures had specified that they would be made 


Policy on Jobs for OAA Recipients 
in Seven States 


While it is the intent of the legis- 
lature that employment and self- 
maintenance of aged persons shall be encouraged 
whenever feasible, the law provides that no aged person 
shall be disqualified for assistance or otherwise penalized 
if he refuses to seek or accept employment. 


DELAWARE The welfare agency requires a medical 
~~~ examination and a doctor’s statement 
of disability or inability to work in cases where an 
applicant for OAA refuses to take advantage of avail- 
able employment. 


KANSAS The State Board has adopted a policy that 
“~~ recipients who are offered suitable employ- 
ment and who refuse to apply or do not accept the 
offer will have the potential income considered in 
determining need. 


NEW HAMPSHIRE The law discontinues public 
~~ assistance payments to anyone 
who refuses available work. This applies to the old-age 
assistance group as well as to other categories of relief. 


CALIFORNIA 


OHIO The law provides that a recipient who gives 
“~~ up employment or fails to accept employment 
which he is able to perform renders himself ineligible 
for assistance, if his actions were with the intent of 
depriving himself of income for the purpose of quali- 
fying for aid. 


SOUTH DAKOTA The manual of instructions bars 
~~ registration at an employment 
office or acceptance of a job offer as conditions of 
eligibility. But it directs welfare workers to explain to 
apparently employable recipients the advantages of 
employment, and to help a particular recipient accept 
a job by encouragement, assurances, etc. 


TEXAS Agency policy provides that while the appli- 
“~~~ eant should be given a chance to discuss the 
implications of employment regarding experience, 
health, meeting needs, eligibility for assistance, etc., 
the mere availability or opportunity for employment 
may not be the basis of ineligibility for OAA since the 
final choice must rest with the applicant. 


Source: State laws and ating manuals, and letters from 
—— state officials. The states were s solely on the 
basis of the differences in their approach to the problems. 
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effective only if and when federal grants would not be 
withheld. By the end of last year, five more states— 
Georgia, Louisiana, Mississippi, South Carolina, and 
Virginia—had passed such legislation. 

Experience under these provisions is still quite 
limited, but there is evidence that they have had little 
effect on reducing the size of the existing case load. In 
weighing the results of the first full year in which pub- 
lic inspection of assistance rolls had been permitted in 
Illinois, the Executive Secretary of the Illinois Public 
Aid Commission states that (1) abuses heralded by 
opponents did not materialize; (2) examination of the 
lists, particularly by newspaper reporters, exploded 
the myth that relief rolls were loaded with ineligibles; 
(3) the mere fact of publication has acted as a de- 
terrent to fraudulent claims for assistance; and (4) 
publication of the information is a sound policy as it 
provides an accounting for expenditure of public 
money. 


Recent Legislative Developments 


The trend of the last years toward tightening eligi- 
bility requirements for old-age assistance continued in 
1953. This conclusion is based on incomplete reports 
from the states, but it is inescapable from the informa- 
tion available. The only contradiction brought to 
our attention is the repeal in Tennessee of the pro- 
vision giving the state a claim against the estates of 
deceased recipients for the amount of assistance which 
they had received. 

Washington and Kansas passed recovery provisions, 
Montana amended hers to require liens on property 
held by OAA recipients. Legislation requiring relatives 
to contribute to the support of their needy aged kin 
was enacted in Montana, while existing provisions for 
responsibility by relatives were clarified or strength- 
ened in Arkansas and Wisconsin. Assistance records 
were opened to public inspection in accordance with 
the Jenner amendment by at least eight more state 
legislatures—Arkansas, Florida, Kansas, Montana, 
North Carolina, South Dakota, Washington, and Wis- 
consin—thereby doubling the number of states that 
have abandoned secrecy. 


EMPLOYMENT VERSUS ASSISTANCE 


The desirability of providing jobs for the needy 
aged in preference to relief payments is readily admit- 
ted by welfare officials. Chief obstacle to accom- 
plishing this appears to lie not in the attitude of the 
recipient, however, but in finding employers who will 
hire older persons. Besides, most OAA recipients are 
over seventy, and many are women with little or no 
work experience. 

State policy with regard to denying assistance to 
persons who refuse available work is varied. A few 


1Tnspection of Relief Rolls—Illinois Experience Shows Benefits,” 
by Garrett W. Keaster, in The Tax Digest, February, 1953, p. 49. 
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have passed legislation making this a reason for in- 
eligibility, while some have incorporated it into their 
policy regulations. On the other hand, employment 
possibilities are disregarded in determining eligibility 
for assistance in a number of states. And at least 
one legally prohibits placing any pressure on OAA 
recipients to accept a job (see box for examples). 
State experience with reducing the OAA case load 
by returning recipients to employment is disappoint- 
ing whether or not refusal to work results in discon- 
tinuance of assistance. There is a general feeling that 
a more fruitful approach would be to expand job op- 
portunities for older workers by breaking down em- 
ployer resistance to hiring them, and by providing 
good counseling, training and placement services. 
During the first six months of 1953 the number of 
persons receiving old-age assistance payments in the 
United States declined by 38,000, with all but five 
states—Colorado, Mississippi, New Mexico, Tennes- 
see, Texas—and Puerto Rico and the Virgin Islands 
sharing in the decline. At the same time there 
was an estimated gain of over 300,000 in the 65-plus 
population, and an increase of almost one-half mil- 
lion in the number of aged beneficiaries of old-age 
and survivors’ insurance. In June, 1953, the OAA 
recipient rate was 191 per 1,000 aged persons, the 
lowest it has been since the start of the program. 


Miriam Civic 
Division of Business Economics 


Living Standards and Trade Unions 


“Unions are confronted with a dilemma. If they take 
steps to increase wages it is a virtual certainty that the in- 
creased cost will be passed along to the consumer by way of 
price increases; and most of the consumers are wage earners. 
So every trade union today accepts the principle that pro- 
tection of their members does not lie wholly in securing an 
increase of money wages. It also necessitates a close and 
careful scrutiny of economic policy and trends in order to 
safeguard their members’ employment. A reasonable rate 
for the job is only a part of the test. It is equally important 
that there shall not only be a good rate for the job, flexibly 
adjusted to price movements, but that there shall be a job 
available to which the rate applies. . . . It is the aim of trade 
unions to raise the living standards of their members. In- 
creased productivity is the means to that end. The idea of 
deliberately refusing to increase productivity is simply non- 
sensical. It is almost weakminded to suggest that increased 
productivity simply means more profit for the bosses and 
no profit for anyone else. If anyone believes that trade 
unions are powerless to prevent employers pocketing the 
whole proceeds of increased productivity, he has no right to a 
place at this or any other Congress. That is precisely what 
every trade union has been doing ever since it was formed.” 
—Tom O’Brien, M. P., “Three Points for Trade Unionists,” 
Economic Digest, October, 1953, London. 
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SELECTED BUSINESS INDICATORS 
1953 1952 Percentage Change 

— oy October p September August October Bir meee = 


Month Ago Year Ago 
Production and Business Activity— 


Industrial production, total (S)............ 1935-39 = 100 231 232 235 230 -0.4 +0.4 
Durable'goods;(S)" eee ase oe enree 1935-39 = 100 304 |r 301 309 300 Spied +1.3 
Nondurable goods (S)............-2e+e0: 1935-39 = 100 194 |r 196 198 195 -1.0 -0.5 
‘Minerals (S). .eostescloee tis oc cece comic 1935-39 = 100 161 |r 169 167 164 4.7 -1.8 

Consumer durables (S)!..............00005 1947-49 = 100 134 |r 131 138 125 +2.3 +7.2 

Machine tools®c said bic os Ci alc aisfeae eet te 1945-47 = 100 348.2 |r 328.3 299.6 357.8 +6.1 -2.7 

Construction contracts awarded, residential #| million dollars 635 507 508 602 +25.2 +5.5 

Construction contracts awarded, other®.....|| million dollars 1,258 1,234 893 709 +1.9 +774 

Retail sales(S).. Sey ae. PES: million dollars 14,105-|r 14,039 |r 14,073 14,202 +0.5 —0.7 

Retail inventories (S)4...............0000- million dollars 22,061 22,280 |r 22,115 20,652 HL0 +6.8 

Department store sales (S)................ 1947-49 = 100 110 |r 107 112 115 +2.8 —4.3 

Department store inventories (S)*.......... 1947-49 = 100 128 128 131 121 0 +5.8 

Manufacturing sales (S)...............004- million dollars 24,774 24,882 |r 25,398 24,753 0.4 +0.1 

Manufacturing inventories (S)4............ million dollars 46,346 46,515 |r 46,195 43,415 —-0.4 +6.8 

Manufacturing new orders (S)............- million dollars 22,369 22,449 |r 22,419 24,152 —0.4 —7.4 

Manufacturing unfilled orders‘............. million dollars 61,390 64,510 |r 67,353 74,478 —4.8 -17.6 

Carloadings, totals 2222", BP. cst deniers thousand cars 804 794 806 829 +1.3 -3.0 

Carloadings, miscellaneous®................ thousand cars 396 385 388 419 +2.9 -5.5 

Prices, Wages, Employment— 
Basic commodity prices®...............4. 1947-49 = 100 86.4 88.9 88.8 92.5 —2.8 -6.6 
hh nea enti prices, all........... 1947-49 = 100 110.2 111.0 110.6 111.1 -0.7 -0.8 
Na eeaA ctl ete rbieiate tates oct see hehe tater otuw meayeie 1947-49 = 100 95.2 |r 98.1 96.4 104.9 -3.0 -9.2 
Ladustial ica ae habaseln ah Scatahexs'a/s\a¥eiaseiaialava lata) sogiste 1947-49 = 100 114.5 |r 114.7 114.9 113.0 0.2 +1.3 

Consumers’ price index.............+.+44- 1947-49 = 100 115.4 115.2 115.0 114.2 +0.2 ate! 

Farm parit price ratio? fea ete 1910-14 =100 91 92 92 99 -1.1 -8.1 

Non-agricultural employment.............. thousands 55,083 55,044 56,134 54,588 +0.1 +0.9 

Unemployment jancckct- sleet ee hace thousands 1,162 1,246 1,240 1,284 Oar, 9.5 

Factory employment (R).................. thousands 13,626 |r 13,829 |r 13,862 13,560 -1.5 +0.5 

Average weekly hours worked, manuf’ing (R)|| number 40.3 jr 39.9 40.5 41.4 +1.0 2.7 

Average hourly earnings, manufacturing (R).}| dollars 1.78 1.78 i Ney Fe 1.70 0 +4.7 

Personal incomé)(S)72; 22% .Ss3eunh Se BS billion dollars 287.3 |r 286.3 287.0 277.3 +0.3 +3.6 

Finance and Government— : 

Bank debits, outside New York City (R)®...|| million dollars 63,835 61,564 59,115 63,255 +3.7 +0.9 

Business loans!.(2)*)2 Go eis aoe million dollars 23,190 23,071 22,886 22,174 +0.5 +4.6 

Consumer instalment credit outstanding (R)4| million dollars 21,486 21,347 |r 21,218 17,611 +0.7 +22.0 

Privately held money supply‘.............. billion dollars 197.3 194.3 193.4 190.2 +1.5 +3.7 

Federal budget receipts................+4- million dollars 2,659 6,041 4,568 3,099 -56.0 -14.2 

Federal budget expenditures............... million dollars 5,477 6,119 6,042 6,383 -10.5 -14.2 

Defense expenditures...............-2240- million dollars 4,104 4,212 3,916 4,240 -2.6 -3.2 

Federal budget surplus or deficit, cumulativ million dollars —7,129 —4,311 —4,233 Fes pee eee ee et 

8 Ad varia’ S Average of 22 dai i 

Ontiut of pond pepe Seles 7Annual rate fail spat seetiot raion hme levels "Bank earnings series have been Ist quarter 

Ao peecrnee 8338 am 1984 pee mark levels. Bank debits coverage has poss expan dand oops to U.S. 
337 eastern states irom dul Wednesday figures vernment a and to time deposit accounts ae been el: Business 

4End of month ceecliicberrte: month indicated loans pe Er gm has been expanded. Consumer credit Aen ve pe expanded and 

SAverage weekly pPreli: series are not comparable to earlier data 


Sources: Association of American Railroads pret tural Economics: Bureau of Labor Statistics; Department of Cotamerce; F, W. Dodge Corp.; Federal Reserve; 
Metal Mackin lock Doltione Ares dation Teeksery” Denestinsats tine tl tapunmer ae se 
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The Conference Board Business Record 
ANNUAL INDEX, VOLUME X, Nos. 1-12, JANUARY-DECEMBER, 1953 


A 
Advertising 
Sales and Advertising Expenses, Sept 364 
Agriculture 


Current Role of Farm Exports, Dec 454 
Exports and Imports of Farm Products (Chart 
Feature), Feb 78 

“Farmer in the News,” Nov 424 
“How the Farmer Is Faring,” Sept 359 
“Reexamining Farmers’ Costs,” Apr 160 
See also Farm Prices 

“Aid to Aged: How States Differ and Why,” 
Dec 472 


Automobile Industry 
“Autos and the Business Pace,” Apr 138 


B 
Bank Debits 
See Selected Business Indicators 
Bonds 


“The Drift Is Toward Bond Offerings” (Chart 
Feature), Aug 322 


Brady, Dorothy S. 
“Changing Consumer Spending Patterns,” 
June 244 


Budget, Federal 
See Selected Business Indicators 


Business Book Shelf 
Jan 28; Feb 92; Mar 127; Apr 142, 159; 
May 181, 208; June 231; July 278; Nov 427; 
Dec 453 


Business Conditions 
“The Business Outlook Remains Favorable,” 
Jan 41 
“Executive Consensus: No Bust in ’53,” 
July 268 
“A Good Year After All,” July 287 
“Business Patterns of Korean Period” (Chart 
Feature), Sept 356 
“Weighing the Business Outlook: Nine 
Problem Areas, Nine Signs of Strength,” 
Oct 382 
Business Conditions 
See also Business Highlights; Business Fore- 
casts; Selected Business Indicators 


Business Cycles 
“A Critique of “The Cycle Theory’,” Apr 151 


Business Forecasts 
Jan 8, Feb 66, Apr 156, May 174, July 260, 
Aug 311, Sept 347, Oct 387, Nov 416, 
Dec 448 


Business Highlights 
Jan 2, Feb 62, Mar 98, Apr 188, May 170, 
June 210, July 261, Aug 306, Sept 342, 
Oct 374, Nov 402, Dec 438 


Business Indicators 
See Selected Business Indicators 


Butter 
“The Milk and Butter Story,” July 272 


C 
Canada 
“Canada’s Might Grows” (Chart Feature), 
June 232 


Capital 
“Capital Invested by Industry Per Worker,” 
y 178 


Capital Expenditures 
“Capital Outlays: High or Low?” Mar 118 


JANUARY, 1954 


Executives Say: “Capacity Is About Right,” 
Aug 330 

“How Reliable Are ‘Anticipated’ Capital Ex- 
penditures ?” Feb 72 

“Profits—and Capital Outlays,” June 216 

“Turning Point Ahead in Capital Spending,” 
Aug 319 


Carloadings 
See Selected Business Indicators 


Commodity Prices 
See Selected Business Indicators 


Construction 
See Selected Business Indicators 


“Construction Industry: Retrospect and Pros- 
pect” (Chart Feature), Dec 458 


Consumer Credit 
See Credit 


Consumer Expenditures 
“Changing Consumer Spending Patterns,” 
June 244 
“More Credit for Consumer Purchasing,” 
Mar 122 
“Savings—and the Consumer Market,” Oct 
378 


Consumer Goods 
“Better Quality for the Consumer,” June 249 


“Changing Characteristics of the Market Place,” 

June 242 

“Competition in Consumer Durables,” Sept 
368 

“Income and Demand for Consumer Goods,” 
Mar 103 

“Tomorrow’s Markets for Consumers Goods,” 
June 242 

See also Selected Business Indicators 


Consumers’ Price Index 
Jan 35, Feb 93, Mar 107, Apr 156, May 191, 
June 215, July 267, Aug 327, Sept 354, 
Oct 394, Nov 415, Dec 457 
“Background on BLS Index Revision,”’ Feb 94 


Consumers’ Prices 

“Consumer Prices Stay at Peak,” Oct 393 

“Consumers’ Prices Decline,” Dec 456 

Consumers’ Prices Relatively Stable,” Nov 
414 

‘December Food Index Declines,” Feb 93 

“England and Moscow: Earnings and Living 
Standards,” Feb 88 

“Food Index Still on Decline,” Apr 155 

“Food Leads Slight Rise in Prices,” Aug 326 

“January Prices Dip Slightly,” Mar 106 

“Little Change in Consumer Prices,” May 191 

“Living Costs—New York, Moscow—in Work 
Time” (Chart Feature), Nov 418 

“Lull in Consumer Prices Continues,” June 


214 
“Price Index at Year-Ago Peak,” Sept 353 
*‘A Slight Advance in Prices Over Month,” 
Jan 35 
“Slight Rise in Consumer Prices,” July 266 
See also Selected Business Indicators 


Contracts, Defense 
“The Hundred Largest Defense Contractors,” 
Feb 80, Aug 316 


Controls 
“How Dead Is Inflation ?”” Mar 98 


Corporations 
“Corporate Funds in 1952,” Apr 143 


Corporates and Mortgages for Life Insurance 
Companies (Chart Feature), May 188 

“Financing Postwar Expansion,” Aug 312 

“100 Largest Manufacturing Corporations in 
1951,” Apr 146 


Credit 
“More Credit for Consumer Purchasing,” 
Mar 122 
“More Credit for Consumers,” Feb 68 


D 
Defense 
“The Hundred Largest Defense Contractors,” 
Feb 80, Aug 316 


Department Store Sales 
“Department Stores and Retail Trade,” June 


226 
See also Selected Business Indicators 


Distribution 
“Changes in Distribution Economics,” June 
54 


Dollar, Purchasing Value of 
See Consumers’ Price Index 


Durable Goods 
“Competition in Consumer Durables,” Sept 
368 


Durable Goods Production 
See Selected Business Indicators 


E 
Earnings 
“England and Moscow: Earnings and Living 
Standards,” Feb 88 
See also Selected Business Indicators 


Economic Notes 
Jan 40; Feb 96; Mar 107; Apr 148; May 186, 
193; June 241; July 271, 274, 282, 286; 
Aug 321; Nov 409 


Employment 
See Selected Business Indicators 


F 

Farm Prices 
‘Aid for the Farmer,” Aug 310 
“Farmer in the News,” Nov 424 
“A Look at Farm and Food Prices,” Nov 420 
‘‘Reexamining Farmers’ Costs,” Apr 160 
“Why Farmers Sell Below Support,”” May 179 
See mb Selected Business Indicators 


Farm Income 
“The Farm Sector in 1953,” Jan 32 


Federal Reserve 
“A Freer Money Market: What’s Happening 
in Wall Street,” July 258 
See also Financial Notes and Footnotes 


Financial Notes and Footnotes 
Jan 37, Feb 77, Mar 128, Apr 149, May 184, 
June 230, Aug 324, Sept 352, Oct 386, 
Nov 408, Dec 449 


Food Prices 
“A Look at Farm and Food Prices,” Nov 420 


Foreign Trade 
Chart Feature on Foreign Trade, Jan 29 
Exports and Imports of Farm Products (Chart 

Feature), Feb 78 

“In Western Europe,” Jan 19 
“In Latin America,” Jan 15 
“New Goals for Foreign Trade Policy,” Jan 24 
“The Outlook for Foreign Trade,” Jan 12 


“Why Detroit Is Interested in World Trade,” 


Jan 12 
G 
Gold 
“Burgess Says: No Higher Price for Gold,” 
Oct 384 


Great Britain 
“Great Britain and Currency Convertibility,” 
Oct 395 
“The Rationale of the Social Services,” Nov 
428 
“Taxation and Savings in Britain,” Apr 163 
“Growth of Voluntary Medical Protection’ 
(Chart Feature), Dec 466 


H 
Harrod, Roy 
“Great Britain and Currency Convertibility,” 
Oct 395 
Hours 
“Living Costs—New York, Moscow—in Work 
Time” (Chart Feature), Nov 418 
See also Selected Business Indicators 
“Hundred Largest Defense Contractors, The,” 
Feb 80, Aug 316 


I 
“Impact of Savings on Durables Buying,” Dec 
AA 
Incentives 
“Will the Businessman Work on Love Alone ?” 
July 283 
Income 
See Selected Business Indicators 
Income Tax 
“The Birth of a Tax,” Mar 108 
Indexes 
“Background on BLS Index Revision,” Feb 94 
See also Consumers’ Price Index; Selected 
Business Indicators 
Industrial Production 
World Industrial Output (Chart Feature), 
Mar 116 
See also Selected Business Indicators 
Instalment Credit 
See Selected Business Indicators 
Insurance, Life 
Corporates and Mortgages for Life Insurance 
Companies (Chart Feature), May 188 
Inventories 
“Christmas, Inventories and the Labor Mar- 
ket,” Nov 403 
See also Selected Business Indicators 


J 
Jacobsson, Per 
“Keynes: Costs and Controls,” Dec 468 


K 
Katona, George 
“Income and Demand for Consumer Goods,” 
Mar 103 


“Keynes: Costs and Controls,” Dec 468 


Labarthe, Jules, Jr. 

“Better Quality for the Consumer,” June 249 
Life Insurance 

See Insurance, Life 


Loans, Business 
See Selected Business Indicators 


Machine Tools 
See Selected Business Indicators 


Machinery 
“The Machinery Industry and Its Com- 
ponents” (Chart Feature), Nov 410 
“Management Looks at Public Relations,” 
Dec 450 
Manufacturing 
See also Corporations; Selected Business 
Indicators 
Materials 
““New Uses for New Materials,” May 194 
“Milk and Butter Story, The” July 272 
Mineral Production 
See Selected Business Indicators 
Money 


See Financial Notes and Footnotes; Selected 
Business Indicators 


N 
“New Uses for New Materials,” May 194 


Nondurable Goods Production 
See Selected Business Indicators 


O 

“Oil Seeks New Markets,” Dec 460 
Old Age 

“Aid to Aged. How States Differ and Why,” 

Dec 472 

“OASI Tax Rates Up Next Year,” Oct 399 
“One-Hundred Largest Manufacturing Corpo- 

rations in 1951,” Apr 146 


“Operations Research: A New Cost-cutting 
Tool,” July 276 


1p 
Petroleum 
“Oil Seeks New Markets,” Dec 460 
Poole, Kenyon E. 
“Taxes in Historical Perspective,” July 279 
Prices 
‘“‘Why Price Forecasts Are Bearish,” Feb 62 
See also Consumers’ Prices; Farm Prices; Se- 
lected Business Indicators 
Productivity 
“Service Factor Steadies GNP,” Nov 426 
Profits 
“Profits—and Capital Outlays,” June 216 
Public Relations 
“Management Looks at Public Relations,” 
Dec 450 


Railroad Employees 
“The Railroad Workers: Did They Get an 
‘Improvement Increase’ ?”” May 182 


Research 
“Research Expenditures Increase,” Feb 82 


Retail Trade 
‘Department Stores and Retail Trade,” June 
226 
“Who Sells the Housefurnishings ?” Jan 27 
See also Selected Business Indicators 


Rohr, Robert J. 
“Operations Research: A New Cost-cutting 
Tool,” July 276 
** ‘Roll’ in ‘Rolling Readjustment’, The,” Oct 374 
Russia 
“England and Moscow: Earnings and Living 
Standards,” Feb 88 
“Living Costs—New York, Moscow—in Work 
Time” (Chart Feature), Nov 418 


Ss 
Sachs, Alexander 
“A Critique of ‘The Cycle Theory’,” Apr 151 


Salaries 
Monthly Starting Salaries for Technical Per- 
sonnel, Feb 83 
Sales 
“Industry Combating Buyer Resistance,” 
Sept 361 
Percentage of Sales Dollar Spent on Research 
and Development, Feb 84 


Salesmen 
Changes in the Sales Force, Sept 362 
“Executives Say: ‘Good Salesmen Don’t Just 
Happen’,” Oct 388 
Savings 
“Impact of Savings on Durables Buying,” 
Dec 444 
“Liquid Assets and the Consumer Market,” 
Nov 412 
“Liquid Assets—How Liquid Are They?” 
Feb 75 
“Savings—and the Consumer Market,” Oct 
378 


Security Analysts 
“Industry Welcomes the Security Analyst,” 
June 220 
Selected Business Indicators 
Jan 11, Feb 67, Mar 115, Apr 150, May 190, 
June 225, July 275, Aug 329, Sept 355, 
Oct 381, Nov 423, Dec 480 
“Service Factor Steadies GNP,”’ Nov 426 


Social Security ' 
‘‘Notes on Financing Social Security,” Aug 327 
“The Rationale of the Social Services,” Nov 


428 
“Social Security Reappraised,” June 234 


Statistics 
“Multiple Use of Statistical Schedules,” May 
176 


Steel ’ 
“Inventory of the Steel Situation,” Sept 348 


“Sterling Area, The,” Jan 21 


Stocks ; 
“A Freer Money Market: What’s Happening 
in Wall Street,” July 258 


Survey of Business Opinion (Practices) 

Jan 41; Feb 82; May 194; June 220; July 268, 
287; Aug 319, 330; Sept 361; Oct 388; 
Dec 450 

4¥ 
Taxation 

“The State and Local Tax Burden,” July 286 

“Taxation and Savings in Britain,” Apr 163 

“Taxes in Historical Perspective,” July 279 

‘Will the Businessman Work on Love Alone ?”’ 
July 283 : 

See also Income Tax 

Turck, Fenton B. 


“Changes in Distribution Economics,” June 
254 


U 
Unemployment 
See Selected Business Indicators 
" Ww 
Wages 


“The Railroad Workers: Did They Get an 
‘Improvement Increase’ ?”” May 182 
See also Selected Business Indicators 
“Wealth, Who Owns the Nation’s ?” Apr 157 
“What Makes Business Go ?” Dec 438 
Wright, David McCord 
‘Will the Businessman Work on Love Alone ?” 
July 283 
Wright, Wilson ; 
“Changing Characteristics of the Market 
Place,” June 242 
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